GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2013

SESSION LAW 2014-100
SENATE BILL 744

AN ACT TO MAKE BASE BUDGET APPROPRIATIONS FOR CURRENT OPERATIONS
OF STATE DEPARTMENTS, INSTITUTIONS, AND AGENCIES, AND FOR OTHER
PURPOSES.

The General Assembly of North Carolina enacts:

PART I. INTRODUCTION AND TITLE OF ACT

TITLE OF ACT
SECTION 1.1. This act shall be known as "The Current Operations and Capital
Improvements Appropriations Act of 2014."

INTRODUCTION

SECTION 1.2. The appropriations made in this act are for maximum amounts
necessary to provide the services and accomplish the purposes described in the budget. Savings
shall be effected where the total amounts appropriated are not required to perform these
services and accomplish these purposes and, except as allowed by the State Budget Act, or this
act, the savings shall revert to the appropriate fund at the end of each fiscal year as provided in
G.S. 143C-1-2(b).

PART Il. CURRENT OPERATIONS AND EXPANSION GENERAL FUND

CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

SECTION 2.1. Appropriations from the General Fund of the State for the
maintenance of the State departments, institutions, and agencies, and for other purposes as
enumerated, are adjusted for the fiscal year ending June 30, 2015, according to the schedule
that follows. Amounts set out in parentheses are reductions from General Fund appropriations
for the 2014-2015 fiscal year.

Current Operations — General Fund 2014-2015
EDUCATION

Community Colleges System Office $ 24,423,804
Department of Public Instruction 58,874,986

University of North Carolina — Board of Governors

Appalachian State University

East Carolina University
Academic Affairs (620,650)
Health Affairs

Elizabeth City State University

Fayetteville State University

North Carolina Agricultural and Technical State University

North Carolina Central University
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North Carolina State University

Academic Affairs 1,839,185

Agricultural Extension

Agricultural Research
University of North Carolina at Asheville
University of North Carolina at Chapel Hill

Academic Affairs

Health Affairs

Area Health Education Centers
University of North Carolina at Charlotte
University of North Carolina at Greensboro
University of North Carolina at Pembroke
University of North Carolina School of the Arts
University of North Carolina at Wilmington
Western Carolina University

Winston-Salem State University (220,272)

General Administration

University Institutional Programs 27,592,965

Related Educational Programs 50,000

North Carolina School of Science and Mathematics

Aid to Private Institutions 840,000
Total University of North Carolina — Board of Governors 29,481,228

HEALTH AND HUMAN SERVICES

Department of Health and Human Services

Central Management and Support (3,396,528)
Division of Aging and Adult Services (869,549)
Division of Blind Services/Deaf/HH 0
Division of Child Development and Early Education (30,678,255)
Health Service Regulation (288,000)
Division of Medical Assistance 80,429,032
Division of Mental Health, Developmental Disabilities, and
Substance Abuse Services (24,922,242)
NC Health Choice (15,813,961)
Division of Public Health (5,605,543)
Division of Social Services 12,206,855
Division of Vocation Rehabilitation (575,336)
Total Health and Human Services 10,486,473

NATURAL AND ECONOMIC RESOURCES

Department of Agriculture and Consumer Services 1,658,204
Department of Commerce
Commerce 29,054,809
Commerce State-Aid 1,829,473
Wildlife Resources Commission (3,313,319)
Department of Environment and Natural Resources 1,534,820
Department of Labor (145,889)

JUSTICE AND PUBLIC SAFETY
Department of Public Safety 51,184,345

Judicial Department 7,466,820
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Judicial Department — Indigent Defense
Department of Justice
GENERAL GOVERNMENT
Department of Administration
Office of Administrative Hearings
Department of State Auditor
Office of State Controller
Department of Cultural Resources
Cultural Resources
Roanoke Island Commission
State Board of Elections
General Assembly
Office of the Governor
Office of the Governor
Office of State Budget and Management
OSBM - Reserve for Special Appropriations
Housing Finance Agency
Department of Insurance
Office of Lieutenant Governor
Department of Revenue

Department of Secretary of State

Department of State Treasurer
State Treasurer

State Treasurer — Retirement for Fire and Rescue Squad

Workers and National Guard

RESERVES, ADJUSTMENTS, AND DEBT SERVICE

State Health Plan Contribution

Reserve for Future Benefit Needs
Information Technology Fund

Information Technology Reserve Fund
One North Carolina Fund

Reserve for Pending Legislation/Litigation

NCGA Litigation Reserve
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335,967
(32,965,102)

(1,764,816)
37,818
154,799
(202,152)
688,852
(9,000)
160,815
462,927
45,245
(52,626)
155,000
9,830,322
(291,302)
(3,782)
(1,517,149)
25,523

2,659,931
(1,694,768)

(22,000,000)
(56,400,000)
7,184,488
(11,342,418)
(7,144,263)
1,500,000
300,000
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Job Development Investment Grants (JDIG) (15,571,684)

Disability Income Plan (3,200,000)
Debt Service (3,746,442)
TOTAL CURRENT OPERATIONS - GENERAL FUND $78,171,937

GENERAL FUND AVAILABILITY STATEMENT
SECTION 2.2.(a) The General Fund availability statement set out in Section 2.2(a)
of S.L. 2013-360 applies to the 2013-2014 fiscal year only. The General Fund availability used
in adjusting the 2014-2015 budget is shown below:
FY 2014-2015

Unappropriated Balance Remaining from FY 2013-2014 $ 323,693,704
Anticipated Undercollections from FY 2013-2014 (452,600,000)
Anticipated Reversions from FY 2013-2014 396,275,923

Less Earmarkings of Year End Fund Balance
Savings Reserve
Repairs and Renovations

Beginning Unreserved Fund Balance 267,369,627
Revenues Based on Existing Tax Structure 19,972,100,000
Non-tax Revenues
Investment Income 11,300,000
Judicial Fees 244,500,000
Disproportionate Share 109,000,000
Master Settlement Agreement 137,500,000
Other Non-Tax Revenues 195,500,000
Insurance 77,000,000
Highway Fund Transfer 215,900,000
Subtotal Non-tax Revenues 990,700,000
Total General Fund Availability 21,230,169,627
Adjustments to Availability: 2014 Session
Transfer to Medicaid Contingency Reserve (186,372,673)
Transfer from Cash Balances from Department of
Agriculture and Consumer Services Special Funds 1,449,680
Transfer from IDF Utility Account 5,000,000
Transfer of Interest from Department of Environment and
Natural Resources (DENR) Special Funds 793,095
Diversion of Funds from DENR Inspection and Maintenance
Control Special Fund 3,300,000
Diversion of Funds from DENR Water and Air Account
Special Fund 1,000,000
Transfer from Federal Insurance Contribution Act (FICA)
Fund Cash Balance 5,255,000
Transfer from Government Data Analytics Center (GDAC)
Cash Balance 1,500,000
Transfer from Blount Street Properties Fund Cash Balance 5,456,787
Transfer from E-Commerce Fund Cash Balance 2,130,000
Adjustment of Transfer from Insurance Regulatory Fund (291,302)
Adjustment of Transfer from Treasurer's Office 2,659,931
Increase from ABC Permit Fees 9,600,000

Four-year Phaseout of Provision of Medicaid Hold Harmless
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Law Guaranteeing Counties $500,000 Benefit 5,990,000
Redirection of Funds from Gross Premiums Tax on Property

Coverage Contracts to General Fund (S.L. 2014-64) 1,600,000
Sales Tax on Manufactured and Modular Homes (4,700,000)
Piped Natural Gas Sales Tax Phase-in (S.L. 2014-39) (2,430,000)
Subtotal Adjustments to Availability: 2014 Session (148,059,482)
Revised General Fund Availability $21,082,110,145
Less: General Fund Appropriations (21,082,110,145)
Unappropriated Balance Remaining 0

SECTION 2.2.(b) Section 2.2(c) of S.L. 2013-360 reads as rewritten:
"SECTION 2.2.(c) Notwithstanding the provisions of G.S. 143C-4-3, the State Controller
shall transfer a total of one hundred fifty million dollars ($150,000,000) from the unreserved
fund balance to the Reparrs and Renovations Reserve on June-30,-2013;-and-a-total-of-twelve

30 2013 the State Controller shaII not transfer funds from the unreserved fund’balance to the

Repairs and Renovations Reserve on June 30, 2014. This subsection becomes effective June 30,
2013. Funds transferred under this section to the Repairs and Renovations Reserve are
appropriated for the 2013-2014 and 2014-2015 fiscal years and shall be used in accordance
with G.S. 143C-4-3."

SECTION 2.2.(c) Section 2.2(d) of S.L. 2013-360 reads as rewritten:

"SECTION 2.2.(d) Notwithstanding G.S. 143C-4-2, the State Controller shall transfer a
total of two hundred thirty-two million five hundred thirty-seven thousand nine hundred
forty-two dollars ($232 537 942) from the unreserved fund balance to the Savrngs Reserve
Account on 3

: June 30, 2013 the State Controllershall

not transfer funds from the unreserved fund balance to the Savings Reserve Account en-June
30,2014 Neither—of-these-transfers—is-for the 2014-2015 fiscal year on June 30, 2014. The
transfer for the 2013-2014 fiscal year is not an "appropriation made by law," as that phrase is
used in Section 7(1) of Article V of the North Carolina Constitution. This subsection becomes
effective June 30, 2013."

SECTION 2.2.(d) Interest from the following funds shall be redirected to the
General Fund:
Budget Fund

Code Code Description

24303 2990 Marine Conservation Fund

24305 2002 Clean Water Management Trust Fund

24306 2127 Dry Cleaning Solvent Cleanup Fund

24309 2235 Parks and Recreation Trust Fund

24318 2054 Bernard Allen Drinking Water Fund

64301 6342 Water Pollution Control System Account

64305 6370 Commercial Leaking Petroleum Storage Tanks Fund
64305 6371 Noncommercial Leaking Petroleum Storage Tanks Fund
64305 6372 Inactive Hazardous Sites Fund

64305 6373 Emergency Response Fund

64305 6375 Superfund Cost Share Fund

64305 6376 Brownfield Superfund Fund

64305 6379 Inactive Hazardous Sites Fund-S1492

SECTION 2.2.(e) Notwithstanding G.S. 20-183.7(c), fees collected for electronic
inspection authorizations during the 2014-2015 fiscal year that would have been credited to the
| & M Air Pollution Control Account established under G.S. 143-215.3A(b1) shall be credited
to the State's General Fund.

SECTION 2.2.(f) Notwithstanding G.S. 105-449.125, one million dollars
($1,000,000) of the revenue collected by the Secretary of Revenue from the motor fuel excise
tax levied under Part 7 of Article 36C of Chapter 105 of the General Statutes that would
otherwise be credited to the Water and Air Quality Account shall be credited to the State's
General Fund.
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SECTION 2.2.(g) Notwithstanding any other provision of law to the contrary,
effective July 1, 2014, the following amounts shall be transferred to the State Controller to be
deposited in the appropriate budget code as determined by the State Controller. These funds
shall be used to support the General Fund appropriations as specified in this act for the
2014-2015 fiscal year.

Budget Fund

Code Code Description Amount
23700 2185 Research Stations $ 11,208
23700 2147 Plasticulture Tech Training 2,697
23704 2730 Swine Waste 206,552
24609 2568 IDF — Utility Account 5,000,000
24667 2795 Government Data Analytics

Center (GDAC) 1,500,000
24100 2514 E-Commerce Reserve 2,130,000

SECTION 2.2.(h) Notwithstanding the use requirements provided in Section 2 of
S.L. 2003-404, the State Controller shall transfer the sum of five million four hundred fifty-six
thousand seven hundred eighty-seven dollars ($5,456,787) from the special trust fund created
by S.L. 2003-404 to the General Fund to be used for the purposes expressed and allocated by
this act, and the State Controller shall close the fund.

SECTION 2.2.(i) On July 1, 2014, six hundred thousand dollars ($600,000) of the
unallotted and unexpended balance of the Bedding Law Account shall be transferred to the
General Fund. On March 1, 2015, an additional five hundred ninety-six thousand seven
hundred eighty-five dollars ($596,785) of the unallotted and unexpended balance of the
Bedding Law Account shall be transferred to the General Fund.

SECTION 2.2.(j) Effective July 1, 2014, G.S. 106-435 and G.S. 106-451.27 are
repealed, and the unallotted and unexpended funds in the Cotton Warehouse Fund on that date
shall be transferred to the General Fund.

SECTION 2.2.(k) Funds reserved in the Medicaid Contingency Reserve
established in Section 12H.38 of this act do not constitute an "appropriation made by law," as
that phrase is used in Section 7(1) of Article V of the North Carolina Constitution.

SECTION 2.2.(I) Subsections (b) and (c) of this section become effective June 30,
2014.

PART I1l. CURRENT OPERATIONS/HIGHWAY FUND

CURRENT OPERATIONS/HIGHWAY FUND

SECTION 3.1. Appropriations from the State Highway Fund for the maintenance
and operation of the Department of Transportation and for other purposes as enumerated are
adjusted for the fiscal year ending June 30, 2015, according to the following schedule.
Amounts set out in parentheses are reductions from Highway Fund Appropriations for the
2014-2015 fiscal year.

Current Operations — Highway Fund 2014-2015
Department of Transportation
Administration $ 1,949,344
Division of Highways
Administration 0
Construction 0
Maintenance 53,407,586
Planning and Research 0
OSHA Program (7,307)
Ferry Operations (1,542,317)
State Aid to Municipalities 9,453,990

Intermodal Divisions
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Public Transportation 0

Aviation (800,000)
Rail (960,325)
Bicycle and Pedestrian (30,043)
Governor's Highway Safety (5,699)
Division of Motor Vehicles (988,255)
Other State Agencies, Reserves, Transfers 7,354,812
Capital Improvements 0
Total Highway Fund Appropriations $1,984,142,286

HIGHWAY FUND AVAILABILITY STATEMENT
SECTION 3.2. Section 3.2 of S.L. 2013-360 is repealed. The Highway Fund
availability used in adjusting the 2014-2015 fiscal year budget is shown below:

Highway Fund Availability Statement 2014-2015
Unreserved Fund Balance $ 12,000,000
Estimated Revenue 1,973,750,000
Adjustment to Revenue Availability:

Motor Fuel Tax (Shallow Draft Navigation Channel Dredging Fund) (1,677,134)

Motor Fuel Tax Refund Repeal (Taxi Cabs) 69,420
Revised Total Highway Fund Availability $ 1,984,142,286
Unappropriated Balance $ 0

PART IV. HIGHWAY TRUST FUND APPROPRIATIONS

CURRENT OPERATIONS/HIGHWAY TRUST FUND

SECTION 4.1. Appropriations from the State Highway Trust Fund for the
maintenance and operation of the Department of Transportation and for other purposes as
enumerated are adjusted for the fiscal year ending June 30, 2015, according to the following
schedule. Amounts set out in parentheses are reductions from Highway Trust Fund
Appropriations for the 2014-2015 fiscal year.

Current Operations — Highway Trust Fund 2014-2015

Program Administration ($11,000,000)
Aid to Municipalities 0
Intrastate

Secondary Roads

Urban Loops

Mobility Fund

Turnpike Authority
Transfer to General Fund
Transfer to Highway Fund
Debt Service

Strategic Prioritization Funding Plan for Transportation Investments 67,993,140

OO0 OOCOOO0O

Total Highway Trust Fund Appropriations $1,162,393,140

HIGHWAY TRUST FUND AVAILABILITY STATEMENT
SECTION 4.2. Section 4.2 of S.L. 2013-360 is repealed. The Highway Trust Fund
availability used in developing the 2014-2015 fiscal year budget is shown below:
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Highway Trust Fund Availability Statement 2014-2015
Unreserved Fund Balance $0
Estimated Revenue 1,162,370,000
Adjustment to Revenue Availability:

Motor Fuel Tax Refund Repeal (Taxi Cabs) 23,140

Total Highway Trust Fund Availability $1,162,393,140

Unappropriated Balance $0
PART V. OTHER APPROPRIATIONS

INDIAN GAMING EDUCATION REVENUE FUND
SECTION 5.1. Section 5.4 of S.L. 2013-360 reads as rewritten:

"SECTION 5.4.(a) There is appropriated from the Indian Gaming Education Revenue
Fund to the Department of Public Instruction, School Technology Fund, the sum of three
milion-dollars{$3;000;000)-five million dollars ($5,000,000) for the 2013- 2014 fiscal year and
the sum of , six_million dollars
($6,000,000) for the 2014-2015 fiscal year.

"SECTION 5.4.(b) G.S.143C-9-7 does not apply to the use of these funds for the
2013-2015 fiscal biennium."

EDUCATION LOTTERY FUNDS
SECTION 5.2.(a) Section 6.11(e) of S.L. 2013-360 reads as rewritten:
"SECTION 6.11.(e) The appropriations made from the Education Lottery Fund for the
2013-2015 fiscal biennium are as follows:

FY 2013-2014

FY 2014-2015

Classroom Teachers $ 220,643,188 $-220.643.188
$254,586,185

Teacher Assistants 113,318,880
Prekindergarten Program 75,535,709 75,535,709
Public School Building Capital Fund 100,000,000 100,000,000
Scholarships for Needy Students 30,450,000 30,450,000
UNC Need-Based Financial Aid 10,744,733 10,744,733
UNC Need-Based Financial Aid Forward Funding Reserve 32,530,359 19130728
0

Digital Learning 11,928,735 11,628,735
0

TOTAL APPROPRIATION $ 481,832,724 $ 468,433,093
$584,635,507"

SECTION 5.2.(b) Section 6.11(f) of S.L. 2013-360 reads as rewritten:

"SECTION 6.11.(f) Notwithstanding G.S. 18C-164, the Office of State Budget and
Management shall not transfer funds to the Education Lottery Reserve Fund for the 2013-2014
fiscal year-year or for the 2014-2015 fiscal year."”

SECTION 5.2.(c) Section 6.11(g) of S.L. 2013-360 reads as rewritten:

"SECTION 6.11.(g) Funds appropriated for Digital Learning pursuant to subsection (e) of
this section shall be used to support grants to local education agencies (LEAs) for (i) delivering
educator professional development focused on using digital and other instructional technologies
to provide high-quality, integrated digital teaching and learning to all students and (ii) acquiring
quality digital content to enhance instruction.

Up to one million dollars ($1,000,000) for the 2013-2015 fiscal biennium may be
used by the Department of Public Instruction to (i) develop a plan to transition from funding for
textbooks, both traditional and digital, to funding for digital materials, including textbooks and
instructional resources and (ii) provide educational resources that remain current, are aligned
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with curriculum, and are effective for all learners by 2017. The plan shall also include an
inventory of the infrastructure needed to support robust digital learning in public schools.

The Department of Public Instruction shall make an interim report on the
implementation of this subsection to the Joint Legislative Education Oversight Committee and
the Fiscal Research Division by January 15, 2015, and a final report by August 15, 2015."

SECTION 5.2.(d) Funds appropriated for Digital Learning shall not revert at the
end of the fiscal year but shall remain available until expended.

SECTION 5.2.(e) G.S. 18C-164(c) reads as rewritten:

"(c) The General Assembly shall appropriate the remaining net revenue of the Education
Lottery Fund annually in the Current Operations Appropriations Act for education-related
purposes, based upon estimates of lottery net revenue to the Education Lottery Fund provided
by the Office of State Budget and Management and the Fiscal Research Division of the
Legislative Services Commission._A security interest shall not be granted in funds appropriated
pursuant to this subsection."

SECTION 5.2.(f) G.S. 18C-172 is repealed.

SECTION 5.2.(g) G.S. 18C-115 reads as rewritten:

"§ 18C-115. Reports.

The Commission shall send quarterly and annual reports on the operations of the
Commission to the Governor, State Treasurer, the—Lottery-Oversight-Committee,—and to the
General Assembly. The reports shall include complete statements of lottery revenues, prize
disbursements, expenses, net revenues, and all other financial transactions involving lottery
funds, including the occurrence of any audit.”

SECTION 5.2.(h) Chapter 120 of the General Statutes is amended by adding a new
Article to read:

"Article 34.
"Joint Legislative Oversight Committee on the North Carolina State Lottery.
"8 120-295. Creation and membership of the Joint Leqislative Oversight Committee on
the North Carolina State Lottery.

(a) The Joint Legislative Oversight Committee on the North Carolina State Lottery is
established. The Committee consists of 14 members as follows:

(1)  Seven members of the Senate appointed by the President Pro Tempore of the
Senate, at least one of whom is a member of the minority party; and

(2)  Seven members of the House of Representatives appointed by the Speaker of
the House of Representatives, one of whom is a member of the minority
party.

(b)  Terms on the Committee are for two years and begin on the convening of the
General Assembly in each odd-numbered year. Members may complete a term of service on
the Committee even if they do not seek reelection or are not reelected to the General Assembly,
but resignation or removal from service in the General Assembly constitutes resignation or
removal from service on the Committee.

(c) A member continues to serve until a successor is appointed. A vacancy shall be
filled within 30 days by the officer who made the original appointment.

"8 120-296. Purpose and powers of Committee.

(a) The Joint Legislative Oversight Committee on the North Carolina State Lottery
shall examine, on a continuing basis, the operations of the North Carolina State Lottery. The
Committee shall make ongoing recommendations to the General Assembly on ways to improve
the operations and success of the lottery. The Committee shall do all of the following in
conducting its examination of the North Carolina State Lottery:

[€0)] Examine the administration, budgeting, and policies of the lottery.

(2)  Assess the lottery's efficiency and effectiveness.

3) Review other state lottery policies and procedures to identify improvements
and options for maximizing the transfer of lottery funds to the Education
Lottery Fund.

(4)  Study any other matters that the Committee considers necessary to fulfill its
mandate.

"8 120-297. Organization of Committee.

(a) The President Pro Tempore of the Senate and the Speaker of the House of
Representatives shall each designate a cochair of the Joint Legislative Oversight Committee on
the North Carolina State Lottery. The Committee shall meet upon the joint call of the cochairs.
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(b) A quorum of the Committee is five members. No action may be taken except by a
majority vote at a meeting at which a quorum is present. While in the discharge of its official
duties, the Committee has the powers of a joint committee under G.S.120-19 and
G.S. 120-19.1 through G.S. 120-19.4.

©) Members of the Committee shall receive subsistence and travel expenses as
provided in G.S. 120-3.1. The Committee may contract for consultants or hire employees in
accordance with G.S. 120-32.02. The Legislative Services Commission, through the Legislative
Services Officer, shall assign professional staff to assist the Committee in its work. Upon the
direction of the Legislative Services Commission, the Directors of Legislative Assistants of the
Senate and of the House of Representatives shall assign clerical staff to the Committee. The
expenses for clerical employees shall be borne by the Committee.

"8 120-298. Reports to Committee.

Whenever the North Carolina State Lottery is required by law to report to the General
Assembly or to any of its permanent committees or subcommittees on matters affecting the
lottery, it shall transmit a copy of the report to the cochairs of the Joint Legislative Oversight
Committee on the North Carolina State Lottery."

SECTION 5.2.(1) Subsection (d) of this section becomes effective June 30, 2014.
Subsection (e) of this section is effective the date this act becomes law and applies to debt
authorized on or after that date.

CIVIL PENALTY AND FORFEITURE FUND
SECTION 5.3.(a) Section 5.3(a) of S.L. 2013-360 reads as rewritten:
"SECTION 5.3.(a) Appropriations are made from the Civil Penalty and Forfeiture Fund
for the fiscal biennium ending June 30, 2015, as follows:

FY 2013-2014 FY 2014-2015
School Technology Fund $ 18,000,000 $ 18,000,000
State Public School Fund $163,392,921 $120.362,790$131,935,020
Total Appropriation $181,392,921 $138,362,790$149,935,020"

SECTION 5.3.(b) Section 5.3(c) of S.L. 2013-360 is repealed.
PART VI. GENERAL PROVISIONS

APPROPRIATE ENCUMBERED GRANT FUNDS THAT ARE RETURNED TO THE

STATE

SECTION 6.1. Section 5.1 of S.L. 2013-360 is amended by adding a new
subsection to read:

"SECTION 5.1.(f) Notwithstanding subsections (a) and (b) of this section, there is
appropriated from the General Fund for the 2014-2015 fiscal year an amount equal to the
amount of encumbered funds required to be spent in order to honor encumbrances of grant
funds in accordance with G.S. 143C-6-23(f2)."

ESTABLISHING OR INCREASING FEES UNDER THIS ACT

SECTION 6.2.(a) Notwithstanding G.S. 12-3.1, an agency is not required to
consult with the Joint Legislative Commission on Governmental Operations prior to
establishing or increasing a fee to the level authorized or anticipated in this act.

SECTION 6.2.(b) Notwithstanding G.S. 150B-21.1A(a), an agency may adopt an
emergency rule in accordance with G.S. 150B-21.1A to establish or increase a fee as authorized
by this act if the adoption of a rule would otherwise be required under Article 2A of Chapter
150B of the General Statutes.

EXPENDITURES OF FUNDS IN RESERVES LIMITED
SECTION 6.3. All funds appropriated by this act into reserves may be expended
only for the purposes for which the reserves were established.

MAKE THE BASE BUDGET THE STARTING POINT FOR STATE AGENCY
BUDGETING
SECTION 6.4.(a) G.S. 143C-1-1(d)(7a) is repealed.
SECTION 6.4.(b) G.S.143C-1-1(d) is amended by adding a new subdivision to
read:
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"(d)  Definitions. — The following definitions apply in this Chapter:

(1c) Base Budget. — That part of the recommended State budget that provides the
baseline for the next biennium. The base budget for each State agency shall
be the authorized budget for that agency with adjustments only for the
following:

Annualization of programs and positions.

Reductions to adjust for items funded with nonrecurring funds during

the prior fiscal biennium.

Increases to adjust for nonrecurring reductions during the prior fiscal

biennium.

Adjustments for federal payroll tax changes.

Rate increases in accordance with the terms of existing leases of real

property.

Adjustments to receipt projections, made in accordance with

G.S. 143C-3-5(b)(2)c.

Reconciliation of intragovernmental and intergovermental transfers.

o |

|©

P |

[~

e

"

SECTION 6.4.(c) G.S. 143C-3-5 reads as rewritten:
"§ 143C-3-5. Budget recommendations and budget message.

(b) Odd-Numbered Years. — In odd-numbered years the budget recommendations shall
include the following components:

1) A Recommended State Budget setting forth goals for improving the State
with recommended expenditure requirements, funding sources, and
performance information for each State government program and for each
proposed capital improvement. The Recommended State Budget may be
presented in a format chosen by the Director, except that the Recommended
State Budget shall clearly distinguish program eentinuationbase budget
requirements, program reductions, program eliminations, program
expansions, and new programs, and shall explain all proposed capital
improvements in the context of the Six-Year Capital Improvements Plan and
as required by G.S. 143C-8-6.

(1a) The Governor's Recommended State Budget shall include a eentinuation
base budget, which shall be presented in the budget support document
pursuant to subdivision (2) of this subsection.

(2) A Budget Support Document showing, for each budget code and purpose or
program in State government, accounting detail corresponding to the
Recommended State Budget.

a. The Budget Support Document shall employ the North Carolina
Accounting System Uniform Chart of Accounts adopted by the State
Controller to show both uses and sources of funds and shall display
in separate parallel columns all of the following: (i) actual
expenditures and receipts for the most recent fiscal year for which
actual information is available, (ii) the certified budget for the
preceding fiscal year, (iii) the currently authorized budget for the
preceding fiscal year, (iv) program ecentinuationbase budget
requirements for each fiscal year of the biennium, (v) proposed
expenditures and receipts for each fiscal year of the biennium, and
(vi) proposed increases and decreases.

(5) A list of budget adjustments made during the prior fiscal year pursuant to
G.S. 143C-6-4 that are included in the proposed eentinuatienbase budget for
the upcoming fiscal year.
SECTION 6.4.(d) G.S. 58-2-215(c) reads as rewritten:
"(c) Moneys appropriated by the General Assembly shall be deposited in the Fund and
shall become a part of the centinuationbase budget of the Department of Insurance. Such
contindationbase budget amount shall equal the actual expenditures drawn from the Fund
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during the prior fiscal year plus the official inflation rate designated by the Director of the

Budget in the preparation of the State Budget for each ensuing fiscal year; provided that if

interest income on the Fund exceeds the amount yielded by the application of the official

inflation rate, such eentiruatienbase budget amount shall be the actual expenditures drawn

from the Fund. In the event the amount in the Fund exceeds two hundred fifty thousand dollars

($250,000) at the end of any fiscal year, such excess shall revert to the General Fund."
SECTION 6.4.(e) G.S. 116-30.3B(b) reads as rewritten:

"(b) It is the intent of the General Assembly that appropriations to the Board of
Governors on behalf of a constituent institution not be reduced as a result of the institution's
realization of energy savings. Instead, the General Assembly intends that the amount of
appropriations be determined as if no energy savings had been realized. The Director of the
Budget shall not decrease the recommended eentinuationbase budget requirements for utilities
for constituent institutions by the amount of energy savings realized from implementing energy
conservation measures, including savings achieved through a guaranteed energy savings
contract.”

SECTION 6.4.(f) G.S. 116-30.7 reads as rewritten:
"§ 116-30.7. Biennial projection of enrollment growth for The University of North
Carolina.

By October 15 of each even-numbered year, the General Administration of The University
of North Carolina shall provide to the Joint Education Legislative Oversight Committee and to
the Office of State Budget and Management a projection of the total student enrollment in The
University of North Carolina that is anticipated for the next biennium. The enrollment
projection shall be divided into the following categories and shall include the projected growth
for each year of the biennium in each category at each of the constituent institutions:
undergraduate students, graduate students (students earning master's and doctoral degrees), first
professional students, and any other categories deemed appropriate by General Administration.
The projection shall also distinguish between on-campus and distance education students. The
projections shall be considered by the Director of the Budget when determining the amount the
Director proposes to

-appropriate to The University of North
Carolina in the Recommended State Budqet submitted pursuant to G.S. 143C-3-5(b)."
SECTION 6.4.(g) G.S. 121-6(c) reads as rewritten:

"(c) It shall be the duty and the responsibility for the Department of Cultural Resources
to edit and publish a second or new series of the most significant records of colonial North
Carolina. From records which have been compiled in the North Carolina State Archives
concerning the colonial period of North Carolina, a selection of the most significant documents
shall be made therefrom by a skilled and competent editor. The editor shall edit, according to
acceptable scholarly standards, the selected materials which shall be published in documentary
volumes not to exceed approximately 700 pages each in length until full and representative
published colonial records of North Carolina shall have been achieved. The number of copies
of each volume to be so printed shall be determined by the Department of Cultural Resources,
and such determination shall be based on the number of copies the Department can reasonably
expect to sell in a period of 10 years from the date of publication. In any year during which the
Department of Cultural Resources has completed a volume and has it ready for publication, the
Department may include in its eentinuationbase budget for that year sufficient funds to pay the
estimated costs of publishing the volume. In the event that the volume is not published during
that year, the appropriation made, or any unencumbered balance, shall revert to the general
fund.”

SECTION 6.4.(h) This section becomes effective July 1, 2014, and applies
beginning with the recommended State budget of the 2015-2017 fiscal biennium.

STATUTORY CHANGES RELATING TO THE HANDLING OF GRANTS TO
NON-STATE ENTITIES
SECTION 6.5.(a) G.S. 143C-6-23 reads as rewritten:
"§ 143C-6-23. State grant funds: administration; oversight and reporting requirements.
€)) Definitions. — The following definitions apply in this section:
1) “Grant"—and—grant—funds"—meansGrant or grant funds. — State funds
disbursed as a grant by a State agency; however, the terms do not include
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any payment made by the Medicaid program, the State Health Plan for
Teachers and State Employees, or other similar medical programs.

2 “Grantee"means-a-Grantee. — A non-State entity that receives State funds as
a grant from a State agency but does not include any non-State entity subject
to the audit and other reporting requirements of the Local Government
Commission.

3 “Subgrantee"means-a-Subgrantee. — A non-State entity that receives State
funds as a grant from a grantee or from another subgrantee but does not
include any non-State entity subject to the audit and other reporting
requirements of the Local Government Commission.

(4) Encumbrance. — A financial obligation created by a purchase order, contract,
salary commitment, unearned or prepaid collections for services provided, or
other legally binding agreement. A financial obligation is not an
encumbrance for purposes of this section unless it (i) is in writing and has
been signed by a person or entity who has authority to legally bind the
grantee or subgrantee to spend the funds or (ii) was created by the provision
of goods or services to the grantee or subgrantee by a third party under
circumstances that create a legally binding obligation to pay for the goods or
services.

(d) Office of State Budget Rules Must Require Uniform Administration of State Grants.
— The Office of State Budget and Management shall adopt rules to ensure the uniform
administration of State grants by all grantor State agencies and grantees or subgrantees. The
Office of State Budget and Management shall consult with the Office of the State Auditor and
the Attorney General in establishing the rules required by this subsection. The rules shall
establish policies and procedures for disbursements of State grants and for State agency
oversight, monitoring, and evaluation of grantees and subgrantees. The policies and procedures
shall:

(5) Provide for adequate oversight and monitoring to prevent the misuse of grant
funds._These policies shall require each grantee and subgrantee to ensure
that, for accounting purposes, State funds and interest earned on those funds
remain separate and apart from other funds in the possession or control of
the grantee or subgrantee.

(12) Provide procedures for the recovery and return to the grantor State agency of
unexpended grant funds from a grantee or subgrantee #-(i) in accordance
with subsection (f1) of this section or (ii) in the event that the grantee or
subgrantee is unable to fulfill the purposes of the grant-grant for a reason not
set forth in that subsection.

(d1) Required Grant Terms. — The terms of each grant shall include all of the following,
which shall be deemed a part of the grant:

(1)  The limitation contained in G.S. 143C-6-8 concerning the availability of
appropriated funds.

(2)  The relevant provisions of any legislation authorizing or governing the
administration of the grant.

(3)  The terms of this section.

(f1) Return of Grant Funds. — Except as otherwise required by federal law, a grantee or
subgrantee shall return to the State all affected grant funds and interest earned on those funds if
any of the following occurs:

(1)  The funds are in the possession or control of a grantee and are not expended,
made subject to an encumbrance, or disbursed to a subgrantee by August 31
immediately following the fiscal year in which the funds are appropriated by
the General Assembly, or a different period set forth in the terms of the
applicable appropriation or federal grant.

(2)  The funds remain unexpended at the time that the grantee or subgrantee
dissolves, ceases operations, or otherwise indicates that it does not intend to
spend the funds.
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(3) The Office of State Budget and Management seeks to recover the funds
pursuant to subsection (f) of this act.

(f2)  Use of Returned Grant Funds. — Encumbered funds returned to the State pursuant to
subsection (f1) of this section by a grantee or subgrantee shall upon appropriation by the
General Assembly be spent in accordance with the terms of the encumbrance. All other funds
returned to the State by a grantee or subgrantee pursuant to subsection (f1) of this section shall
be credited to the fund from which they were appropriated and shall remain unexpended and
unencumbered until appropriated by the General Assembly. Nothing in this section shall be
construed to authorize an expenditure pursuant to an unlawful encumbrance or in @ manner that
would violate the terms of the appropriation of the grant funds at issue.

1) Use of Interest Earned on Grant Funds. — Except as otherwise required by federal
law or the terms of a federal grant, interest earned on grant funds after receipt of the funds by a
grantee or subgrantee shall be credited to the grantee or subgrantee and shall be used for the
same purposes for which the grant or subgrant was made.

(k) Reporting by Grantees and Subgrantees That Cease Operations. — A grantee or
subgrantee that intends to dissolve or cease operations shall report that decision in writing to
the Office of State Budget and Management and to the Fiscal Research Division at least 30
days prior to taking that action."

SECTION 6.5.(b) This section becomes effective July 1, 2014, and applies to
grants appropriated on or after that date.

STATUTORY CHANGES RELATED TO THE DISPOSITION OF SETTLEMENT

FUNDS

SECTION 6.6.(a) Article 1 of Chapter 114 of the General Statutes is amended by

adding a new section to read:
"8 114-2.4A. Disposition of funds received by the State or a State agency from a
settlement or other final order or judgment of the court.

(a) Definition. — For purposes of this section, the term "settlement" means an agreement
entered into by the State or a State agency, with or without a court's participation, that ends (i) a
dispute, lawsuit, or part of the dispute or lawsuit or (ii) the involvement of the State or State
agency in the dispute, lawsuit, or part of the dispute or lawsuit. This term includes settlement
agreements, stipulation agreements, consent judgments, and consent decrees.

(b) Prohibition. — The following restrictions shall apply:

[€0)] Funds received by the State or a State agency from a settlement or other final
order or judgment of the court shall not be transferred or expended pursuant
to G.S.143C-6-4 and shall remain unexpended until the funds are
appropriated by the General Assembly. Nothing in this subdivision shall be
construed to prohibit the expenditure of funds to any of the following:

a. A party, other than the State or a State agency, to the dispute or
lawsuit.

b. A consumer entitled to a refund or the recovery of damages.

C. An attorney awarded attorneys' fees for representing (i) a party under

sub-subdivision a. of this subdivision or (ii) a consumer under
sub-subdivision b. of this subdivision.

(2)  The Attorney General, any subordinate who has been delegated the authority
to _negotiate or approve a settlement, and any private counsel retained to
represent a State agency shall have no authority to include or agree to terms
or_conditions in any settlement that authorizes the expenditure, transfer, or
award of funds to any person or entity other than any of the following:

a. A party, other than the State or a State agency, to the dispute or
lawsuit.

b. A consumer entitled to a refund or the recovery of damages.

C. An attorney awarded attorneys' fees for representing (i) a party under

sub-subdivision a. of this subdivision or (ii) a consumer under
sub-subdivision b. of this subdivision.
©) Exception. — Subsections (b) and (e) of this section shall not apply to funds received
by the Department of Health and Human Services to the extent those funds represent the
recovery of previously expended Medicaid funds.
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(d) Recommendation. — The Attorney General may provide a nonbinding written
recommendation to the chairs of the Senate and House Appropriations Committees for their
consideration as to what purpose the funds subject to the prohibition in subsection (b) of this
section should be appropriated for.

(e) Overrealized Receipts. — Any provision of law authorizing the expenditure of
overrealized receipts shall not apply to the funds referred to in subdivision (1) of subsection (b)
of this section unless the language of the law specifically references this section or specifically
references funds received by the State or a State agency from a settlement or other final order
or judgment of the court.

(f) Required Disposition. — If the terms of a federal grant, another provision of State or
federal law, or the State Constitution require a specific disposition of funds received from a
settlement _or other final order or judgment of the court, nothing in this section shall be
construed to supersede, or authorize a deviation from, that specific disposition. Furthermore,
nothing in this subsection shall be construed to abrogate the requirement that funds drawn from
the State treasury be in consequence of appropriations made by law.

Required Submission. — In addition to any other report or filing that may be required
by law, and unless the settlement is sealed pursuant to a written order of the court in accordance
with G.S. 132-1.3 or federal law, the Attorney General's Office shall submit a copy to the
Legislative Library of any settlement or other final order or judgment of the court in which the
State or a State agency receives funds in excess of seventy-five thousand dollars ($75,000). The
submission required by this subsection shall be made within 60 days of the date (i) the
settlement is entered into _or (ii) the final order or judgment of the court is entered. Any
information deemed confidential by State or federal law shall be redacted from the copy of the
settlement or other final order or judgment of the court prior to submitting it to the Legislative

Library."

SECTION 6.6.(b) This section becomes effective December 1, 2014, and applies
to settlements entered into on or after that date and other final orders or judgments of the court
entered on or after that date.

PILOT PROGRAM TO IMPROVE BUDGETING OF THE GENERAL FUND

SECTION 6.7.(a) Finding. — The General Assembly finds that State budgeting is
more transparent when the enacted budget for any given fiscal year appropriates all State funds
intended for expenditure during that fiscal year, including funds encumbered in prior fiscal
years, funds carried forward from prior fiscal years pursuant to statutory authority, and
unearned revenue earned in a prior fiscal year.

SECTION 6.7.(b) Review of Current Practices. — The Office of State Budget and
Management and the Office of the State Controller, in consultation with the Fiscal Research
Division, shall examine all of the following:

1) How funds in the General Fund are currently accounted for, including

practices relating to (i) the reversion of appropriated funds to the General
Fund, (ii) the appropriation of funds to pay obligations incurred in prior
fiscal years, (iii) the movement of funds into and out of special funds, and
(iv) related matters.

2) How the practices examined pursuant to subdivision (1) of this section

compare with those of other states.

3) Whether any statutory or administrative changes would improve the

transparency and accounting accuracy of the General Fund.

(4)  Whether the practices examined pursuant to subdivision (1) of this section

comply with applicable standards of the Governmental Accounting
Standards Board.

SECTION 6.7.(c) Pilot Program. — The Office of State Budget and Management
and the Office of the State Controller, in consultation with the Fiscal Research Division, may
establish and operate a pilot program to test measures for improving the extent to which funds
that are to be spent in a given fiscal year are properly budgeted in that fiscal year. The pilot
program may be subject to the following:

1) The pilot program may include the following programs and funds:

a. Some or all of the grant programs and special funds within the
Department of Environment and Natural Resources.
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b. Some or all of the unexpended appropriations carried forward by The
University of North Carolina pursuant to G.S. 116-30.3.

C. Any other programs and funds that are deemed to be suitable for
inclusion in the pilot program.

2 Funds and programs that are included in the pilot program may be subject to

the following requirements:

a. An alternative liquidation period for encumbered funds that do not
revert at the end of the 2014-2015 fiscal year under
G.S. 143C-1-2(b).

b. A requirement (i) that The University of North Carolina prepare an
estimate of the amount of funds it anticipates will be carried forward
into the 2015-2016 fiscal year pursuant to G.S. 116-30.3 and (ii) that
this estimate be submitted to the Office of State Budget and
Management and to the Fiscal Research Division no later than March
1, 2015.

SECTION 6.7.(d) Report. — No later than October 1, 2015, the Office of State
Budget and Management and the Office of the State Controller, in consultation with the Fiscal
Research Division, shall report the results of the review and pilot program required by this
section to the chairs of the Senate Appropriations/Base Budget Committee, to the chairs of the
House Appropriations Committee, and to the Director of the Budget. The report may include a
recommendation to extend the pilot program for an additional fiscal year, if this is deemed
desirable.

SECTION 6.7.(e) Recommendations for an Alternative Pilot Program. — If the
Office of State Budget and Management and the Office of the State Controller, in consultation
with the General Assembly's Fiscal Research Division, determine that the pilot program
required by this section cannot be implemented, they shall report the reasons for reaching this
conclusion, along with any other findings and recommendations for future action, to the chairs
of the Senate Appropriations/Base Budget Committee, to the chairs of the House
Appropriations Committee, and to the Director of the Budget no later than February 1, 2015. If
a report is submitted pursuant to this subsection, then the pilot program required by subsection
(c) of this section shall not be implemented, but the review required by subsection (b) of this
section shall nonetheless be performed.

SECTION 6.7.(f) Expiration of Pilot Program. — The pilot program required by
this section shall expire upon the submission of the report required by subsection (d) of this
section or the submission pursuant to subsection (e) of this section stating that the pilot
program cannot be implemented.

SECTION 6.7.(g) Effective Date. — This section is effective when it becomes law
and applies to funds appropriated for the 2014-2015 fiscal year and subsequent fiscal years.

ORDER OF APPROPRIATIONS BILLS
SECTION 6.8. G.S. 143C-5-2 reads as rewritten:
"§ 143C-5-2. Order of appropriations bills.

(a) Each house of the General Assembly shall first pass its version of the Current
Operations Appropriations Act on third reading and order it sent to the other chamber before
placing any other appropriations bill on the calendar for second reading. This section does not
apply to the following bills:

1 An appropriations bill to respond to an emergency as defined by
G.S. 166A-19.3.

(2)  Anappropriations bill making adjustments to the current year budget.

3) An appropriations bill authorizing continued operations at current funding
levels.

(4) In even-numbered years, an appropriations bill that contains a statement that
the General Assembly does not intend to enact a Current Operations
Appropriations Act that year."

(b)  The provisions of subsection (a) of this section shall apply to each fiscal year of the
biennium."

REPORTING ON AGENCY REORGANIZATIONS AND MOVEMENTS OF
POSITIONS
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SECTION 6.10. Article 6 of Chapter 143C of the General Statutes is amended by
adding a new section to read:
"§ 143C-6-12. Quarterly report on State agency reorganizations and movements of
positions.

The Office of State Budget and Management shall report quarterly to the Joint Legislative
Commission_on_Governmental Operations and the appropriate Joint Legislative Oversight
Committee on reorganizations of State agencies and movements of State agency positions.
Each report submitted pursuant to this section shall include all of the following information for
the previous quarter:

(1)  Alist of all reorganizations within State agencies or between State agencies.

(2) A list of all positions moved within a State agency or between State
agencies.

(3) A statement of the purpose of each reorganization and position movement
undertaken and of the legal authority under which each reorganization and
position movement was made."

CONTINGENCY AND EMERGENCY FUND
SECTION 6.12. Section 6.1 of S.L. 2013-360, as amended by Section 1.4 of S.L.
2013-363, reads as rewritten:

"SECTION 6.1. For the 2013-2015 fiscal biennium and notwithstanding the provisions of
G.S. 143C-4-4(b), funds appropriated to the Contingency and Emergency Fund may be used
only for expenditures required (i) by a court or Industrial Commission order, (ii) to respond to
events as authorized under G.S. 166A-19.40(a) of the North Carolina Emergency Management
Act, (iii) by the State Treasurer to pay death benefits as authorized under Article 12A of
Chapter 143 of the General Statutes, (iv) by the Office of the Governor for crime rewards in
accordance with G.S.15-53 and G.S.15-53.1, (v) by the Industrial Commission for
supplemental awards of compensation, e¥(vi) by the Department of Justice for legal fees-fees,
or (vii) for litigation expenses incurred by State agencies in defense of the State during the
2014-2015 fiscal year, in an amount not to exceed seven hundred fifty thousand dollars
($750,000), as approved by the Office of State Budget and Management.

These funds shall not be used for other statutorily authorized purposes or for any other
contingencies and emergencies.”

DEPARTMENT OF ADMINISTRATION/EUGENICS PROGRAM AMENDMENTS
SECTION 6.13.(a) G.S. 143B-426.51 reads as rewritten:
"§ 143B-426.51. Compensation payments.
@ A claimant determined to be a qualified recipient under this Part shall receive
tump-sum-compensation in the amount determined by this subsection from funds appropriated
Exceptas-provided-by-the-suceeeding

te—the—Depaﬁment—efé%afeelFeasereefor these purposes

_A qualified recipient shall receive compensation

in the form of two payments. By October 31, 2014, claimants determined by the Commission to
be gualified recipients shall receive an initial payment as provided by this section. Claimants
determined to be qualified recipients after that date shall receive an initial payment within 60
days of the Commission's determination. A second and final payment shall be made after the
exhaustion of all appeals arising from the denial of eligibility for compensation under this Part.

The initial payment to each qualified recipient will be calculated by adding together the
number of qualified recipients as of October 1, 2014, and the number of claims outstanding that
are pending, then dividing that total number into the sum of ten million dollars ($10,000,000).
The initial payment checks shall be remitted by October 31, 2014.

The final payment calculation will be made by taking the balance of compensation funds
remaining after the exhaustion of appeals and dividing that sum equally between the number of
gualified recipients determined finally to be eligible to receive compensation. The final
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payment checks shall be remitted within 90 days of the exhaustion of the last appeal. Any
qualified claimant who was successful on appeal and who did not receive an initial payment
shall be paid an amount equal to the initial payment amount, plus the amount from the final
payment calculation.

The Office and the State Controller shall collaborate to facilitate the administration of this
section so as to effectuate the compensation of qualified recipients as soon as practicable.

(b) If any claimant shall die during the pendency of a claim, or after being determined
to be a qualified recipient, any payment shall be made to the estate of the decedent.

(© A qualified recipient may assign compensation received pursuant to subsection (a)
of this section to a trust established for the benefit of the qualified recipient.

(d) It is the public policy of this State that funds awarded for the compensation of
sterilization victims under this Part may be used only for the purpose of benefiting victims and
shall not be used to pay attorneys' fees arising from representation at the Office, before the
Commission, or on appeal. The General Assembly finds that qualified recipients have suffered
a unique harm that calls for a unique remedy and that there are sufficient sources of assistance
and pro bono legal representation available to protect their interests. Therefore, any agreement
for the acceptance of attorneys' fees is null and void unless counsel has sought and received an
opinion from the North Carolina State Bar that the fee arrangement is reasonable under the
Rules of Professional Conduct.

(e)  All missing claim information must be postmarked to, or received by, the Office by
September 23, 2014, in order to be considered.

() By September 30, 2014, the Office shall submit all remaining claim forms to the
Commission for appropriate disposition in accordance with this Part."

SECTION 6.13.(b) G.S. 143B-426.52(a) reads as rewritten:

"(@) Anindividual shall be entitled to compensation as provided for in this Part if a claim
is submitted on behalf of that individual in accordance with this Rart-Part, or is mailed and
postmarked, on or before June 30, 2014, and that individual is subsequently determined by a
preponderance of the evidence to be a qualified recipient, except that any competent adult who
gave consent is not a qualified recipient unless that individual can show by a preponderance of
the evidence that the consent was not informed.”

SECTION 6.13.(c) G.S. 143B-426.53(g) reads as rewritten:

"(g) If at any stage of the proceedings the claimant is determined to be a qualified
recipient, the Commission shall give notice to the claimant and to the Office of the-State
Freasurer—and-the-State—TFreasurer-Justice for Sterilization Victims and to the Office of State
Controller. The Office of State Controller shall make payment of compensation to the qualified
recipient or

SECTION 6.13.(d) Of the funds appropriated from the General Fund to the Office
of Justice for Sterilization Victims, Department of Administration, the sum of one hundred
thirty thousand dollars ($130,000) shall be used for the 2014-2015 fiscal year to pay the costs
of administering the compensation program for sterilization victims.

SECTION 6.13.(e) Section 6.18(g) of S.L. 2013-360 reads as rewritten:

"SECTION 6.18.(g) Subsection (b) of this section becomes effective for taxable years
beginning on or after January 1, 2015. Subsections (e) and (g) of this section are effective when
this act becomes law. The remainder of this section becomes effective July 1, 2013. Except for
the provisions of subsections (b) and (c) of this section, and the final adjudication of any claims
under subsection (a) of this section that are pending on June 30, 2015, this section expires June
30,-2015-June 30, 2015, and the Office of Justice for Sterilization Victims is abolished."

SECTION 6.13.(f) G.S.108A-70.5 is amended by adding a new subsection to

read:

"(f)  With regard to any recipient who has received compensation pursuant to Part 30 of
Article 9 of Chapter 143B of the General Statutes, the Department shall reduce the amount of
any recovery it seeks from the deceased recipient's estate under this section by the amount of
the resource disregard provided for in G.S. 143B-426.56(b)(1)."

USE OF CASH BALANCES TO MEET TEMPORARY CASH NEEDS
SECTION 6.14. G.S. 147-86.11(e) is amended by adding a new subdivision to
read:
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"(7) The State Controller may use cash reserved to the Savings Reserve Account
and cash from other funds, including special funds, that is not needed
temporarily to meet the cash flow needs of the General Fund, but only to the
extent that this authority can be used without jeopardizing the ability of
reserves or funds, including special funds, to meet their ongoing obligations.
Any cash transferred from reserves or funds, including special funds, shall
be fully restored by the end of the fiscal year in which the funds were
transferred, and interest shall be paid on all cash transferred to the General
Fund pursuant to this subdivision from interest-bearing accounts."

PART VII. INFORMATION TECHNOLOGY

INFORMATION TECHNOLOGY FUND
SECTION 7.1.(a) Section 7.1 of S.L. 2013-360 reads as rewritten:
"SECTION 7.1. The availability used to support appropriations made in this act from the
Information Technology Fund established in G.S. 147-33.72H is as follows:
FY 2013-2014 FY 2014-2015

General Fund Appropriation for IT Fund $6,053,142  $6,055,342$7,108,142
General Fund Appropriation for

Government Data Analytics Center $3,000,000  $4,417,515%9,417,515
Criminal Justice Law Enforcement Automated Data System

(CJLEADS) $1,129,488

Interest $2,200 $2,200

IT Fund Balance, June 30 $0 $0$2,200

Total Funds Available $9,055,342 $16,475,057$17,659,545

Appropriations are made from the Information Technology Fund for the 2013-2015 fiscal
biennium as follows:
Information Technology Operations

Criminal Justice Information Network $189,563 $189,563
Center for Geographic Information and Analysis $495,338 $495,338
Enterprise Security Risk Management $864,148 $864,148
Enterprise Project Management Office $1,473,285 $1,473,285
Architecture and Engineering $851,986 $851,986
State Web-SitePortal $224,741 $224,741
Enterprise Licenses $33,000 $33,000
Longitudinal Data Board $5,000
Subtotal Information Technology Operations $4,132,061  $4:132,061$4,137,061
Information Technology Projects
Government Data Analytics Center $3,000,000  $4,41#515$9,417,515
CILEADS $1,129,488
IT Consolidation $1,021,081 $1,021,081
Electronic Forms/Digital Signatures $900,000 $900,000$450,000
Enterprise Resource Planning $1,500,000
Subtotal Information Technology Projects $4,921,081 $6,338,596$13,518,084
Total $9,053,142 $10-470.657$17,655,145

Unless a change is approved by the State Chief Information Officer after
consultation with the Office of State Budget and Management, funds appropriated to the
Information Technology Fund shall be spent only as specified in this section. Changes shall not
result in any degradation to the information technology operations or projects listed in this
section for which the funds were originally appropriated.

Any changes to the specified uses shall be reported immediately in writing to the
Chairs of the Joint Legislative Oversight Committee on Information Technology, the Chair and
Cochair of the House Appropriations Subcommittee on Information Technology, and the Fiscal
Research Division."
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SECTION 7.1.(b) Funds appropriated to the Information Technology Fund for
enterprise resource planning (ERP) shall be used by the State Chief Information Officer, in
conjunction with the North Carolina Government Efficiency and Reform Initiative (NC GEAR)
and the State Controller, to develop a strategic implementation plan for a statewide ERP. By
December 15, 2014, the State Chief Information Officer shall submit the plan to the Joint
Legislative Oversight Committee on Information Technology. At a minimum, the plan shall
address all of the following:

1) Project management.

2) Project scope.

3) Specific project requirements.

()] Time line.

5) Cost by State fiscal year.

(6) Potential funding sources.

@) Quiality control.

(8) Change management.

9) Risks associated with the project.

(10)  Stakeholder management.

INFORMATION TECHNOLOGY INTERNAL SERVICE FUND/RATE SETTING
SECTION 7.2. Section 7.2 of S.L. 2013-360 reads as rewritten:

"SECTION 7.2.(b) IT Internal Service Fund. — For each—year—of-the2013-2015fiscal

biennium;-the 2014- 2015 fiscal year, recelpts for the IT Internal Service Fund shall not exceed

5 —one _hundred ninety-five million dollars
($195 000 OOO) excludlng a 60 day balance for contlngenmes Rates approved by the Office of
State Budget and Management (OSBM) to support the IT Internal Service Fund shall be based
on this fund limit._This shall include rates established for the services provided by the
Government Data Analytics Center, including, but not limited to, rates for business intelligence
support and master data management services. In the event the Fund exceeds the required limit,
rates shall be adjusted within 30 days. In the event that an increase in receipts for the IT
Internal Service Fund is required, the Office of Information Technology services may only
implement the increase after consultation with the Joint Legislative Commission on
Governmental Operations.

"SECTION 7.2.(c) Rate Setting. — By O¢tober-31,-2013-October 31, 2014, the State Chief
Information Officer shall establish consistent, fully transparent, easily understandable rates that
reflect industry standards for each service for which any agency is charged. A detailed written
report explaining the rate structure shall be submitted to the Joint Legislative Commission on
Governmental Operations, the Chairs of the Joint Legislative Oversight Committee on
Information Technology, the House Appropriations Subcommittee on Information Technology,
and the Fiscal Research Division. An interim written report shall be submitted by Juhy-306;
2013-September 1, 2014. Overhead charges to agencies shall be consistently applied and shall
reflect industry standards for the particular service. Rate increases shall require the approval of
OSBM and consultation with the Joint Legislative Commission on Governmental Operations.
Rate reductions may be implemented following notification of OSBM.

"SECTION 7.2.(c1) By October 31, 2014, the State Chief Information Officer shall
establish rates for use of the Criminal Justice Law Enforcement Automated Data System
(CJLEADS) by federal and private entities and users outside the State. These rates shall be
reported to the Joint Legislative Oversight Committee on Information Technology.

"SECTION 7.2.(c2) For the 2014-2015 fiscal year, the sum of one hundred sixty-five
million dollars ($165,000,000) of the funds in the IT Internal Service Fund are nonrecurring
funds. Future appropriations to the IT Internal Service Fund will be dependent on the
development of a fully transparent, consistent, and easy-to-understand rate structure. The
proposed rate structure must be presented annually, with justifications, to the Joint Legislative
Oversight Committee on Information Technology and the Fiscal Research Division. The
Committee shall make funding recommendations to the chairs of the Senate and House of
Representatives Committees on Appropriations.

INFORMATION TECHNOLOGY RESERVE FUND
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SECTION 7.3.(a) Section 7.3 of S.L. 2013-360 reads as rewritten:

"SECTION 7.3.(a) Funds in the Reserve for Information Technology for the 2013-2014
fiscal year consist of the sum of twenty-eight million dollars ($28,000,000) appropriated from
the General Fund. Funds in the Reserve for Information Technology for the 2014 2015 fiscal
year consist of the sum of ,

erghty—fn,te—deuers—@%%—%s)—twenty m|II|on tvvo hundred forty thousand srxty seven
dollars ($20,240,067) appropriated from the General Fund.

SECTION 7.3.(b) The Information Technology Reserve Fund shall be established in the
Office of the State Chief Information Officer (CIO). It shall be interest-bearing and
nonreverting. The State CIO shall follow established procedures for project approval.
Appropriations are made from the Information Technology Reserve Fund for the 2013-2015
fiscal biennium as follows:

FY 2013-2014 FY 2014-2015

Prepare/Focus $ 250,000 $ 0
Plan 1,570,806 2,239,512
Build 1,507,353 2,882,2541,772,353
Remediation 1,100,000 600,000
Security 1,571,394 392,788
Network Simplification 0 4,262,453
Desktop Remediation 17,000,00043;3066;08606,250,000
Desktop Software Licenses 4,015,000 2,300,000
Operate 085,447  685;446185,446
Customer Data 0 1,000,0000
Secure Sign-On 0 3,350,0002,237,515
Innovation Center 0 0

"SECTION 7.3.(c) By September—15—2013;September 15, 2014, the State Chief
Information Officer shall previde—aupdate the time line for completing initiatives included in
the IT Reserve Fund to the Joint Legislative Oversight Committee on Information Technology,
the House Appropriations Subcommittee on Information Technology, and the Fiscal Research
Division. The time line shall include the dates for completion of a strategic plan, an enterprise
architecture, a new business case methodology, and implementation of a new project
management process. Not later than the dates specified in the time line, each of these
documents shall be submitted to the Joint Legislative Oversight Committee on Information
Technology, the House Appropriations Subcommittee on Information Technology, and the
Fiscal Research Division.

"SECTION 7.3.(d) Unless a change is approved by the State Chief Information Officer
after consultation with the Office of State Budget and Management, funds appropriated to the
IT Reserve Fund shall be spent only as specified in this section.”

SECTION 7.3.(b) Beginning October 1, 2014, the State Chief Information Officer
shall submit to the Joint Legislative Oversight Committee on Information Technology and
Fiscal Research Division a report on all expenditures involving funds appropriated to the
Information Technology Reserve Fund.

INFORMATION TECHNOLOGY OPERATIONS
SECTION 7.4.(a) Section 7.4 of S.L. 2013-360 is amended by adding a new
subsection to read:

"SECTION 7.4.(al) Unless an exception is granted in writing by the State Chief
Information Officer, any new equipment purchased by State agencies to replace equipment
currently housed in State agency data centers and any equipment purchased to provide new data
center capabilities for State agencies shall be installed in Office of Information Technology
Services data centers. Prior to purchasing any new equipment, State agencies shall coordinate
with the Office of the State Chief Information Officer and the Office of Information
Technology Services to ensure ITS has the capability to support planned equipment purchases."

SECTION 7.4.(b) Section 7.4(c) of S.L. 2013-360 reads as rewritten:
"SECTION 7.4. (c) Restructurrng Plan - Iheétate—@t@—shau—eendeet—a—eemprehensnm
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operations for the most effective and efficient utilization of resources and capabilities. The plan
shall include identifying, documenting, and providing a framework for developing and
implementing the education and training required for all State information technology
personnel, including information technology contracting professionals. Each State agency,
department, and institution, and The University of North Carolina, shall (i) cooperate fully with
the Office of the State CIO during the review and assessment phase of restructuring plan
development and (ii) provide to the State CIO all information needed to carry out the purposes
of this subsection. By May-1.-2614,-December 1, 2014, the State CIO shall present the plan to
the Joint Legislative Oversight Commlttee on Informatlon Technology, along W|th any
recommended legislative proposals mMplem

the%@M—Rege#an%essrmmf—ﬂae—Z@i%@enﬂal—Assembhfto the 2015 General Assembly "

TAX INFORMATION MANAGEMENT SYSTEM CHANGES

SECTION 7.5.(a) The public-private partnerships previously initiated to develop
and implement the Tax Information Management Systems (TIMS) are no longer authorized.
Effective July 1, 2014, all funding for the TIMS project must be appropriated by the General
Assembly to the Department of Revenue for each initiative comprising the project, including all
funding generated by the benefits stream.

SECTION 7.5.(b) Section 7.17 of S.L. 2013-360, as amended by Section 2.1 of
S.L. 2013-363, reads as rewritten:

"SECTION 7.17.(a) Additional Public-Private Partnership. — The Secretary of Revenue

may enter into an additional public-private arrangement in order to expand the implementation
of the Tax Informatlon Management System (TIMS) AII such arrangements will termlnate

shall A 3
measurement process to determlne the mcreased revenue or cost savmgs attrlbuted to the

contracts authorized by this section. To accomplish this,
the Secretary shall consult subject matter experts in the Department of Revenue, in other
governmental units, and in the private sector, as necessary. At a minimum, the measurement
process shall include all of the following:

1) Calculation of a revenue baseline against which the increased revenue
attributable to the project is measured and a cost-basis baseline against
which the cost-savings resulting from the project are measured.

(2) Periodic evaluation to determine whether the baselines need to be modified
based on significant measurable changes in the economic environment.

3) Monthly calculation of increased revenue and cost-savings attributable to
contracts executed under this section.
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"SECTION 717 (f) Expert Counsel Requned — NotW|thstand|ng G.S. 114-2.3, the
Department of Revenue shall engage the services of private counsel with the pertinent
mformatron technology and computer Iaw expertrse to negotrate and review contracts

with—3 fate—a 3 ed-entered into under this

Contracts pertarnrnq to TIMS as

authorized by this section shall be subject to existing State information technology project
oversight laws and statutes, and the project management shall comply with all statutory
requirements and other criteria established by the State Chief Information Officer and the
Office of State Budget and Management for information technology projects. The State Chief
Information Officer and the Office of State Budget and Management shall immediately report
any failure to do so to the Joint Legislative Oversight Committee on Information Technology,
the Chairs of the House of Representatives and Senate Committees on Appropriations, and the
Fiscal Research Division.

SECTION 7.5.(c) Section 6A.5 of S.L. 2011-145, as amended by Section 6A.3(j)
of S.L. 2012-142 and Section 7.17(j) of S.L. 2013-360, reads as rewritten:

"SECTION 6A.5.(c) There is established within the Department of Revenue the Oversight
Committee for reviewing and approving the benefits measurement methodology and
calculation process. The Oversight Committee shall review and approve in writing all contracts,
including change orders, amendments to contracts, and addendums to contracts, before they are
executed under this section. This shall include (i) details of each public-private contract, (ii) the
benefits from each contract, and (iii) a comprehensive forecast of the benefits of using
public-private agreements to implement TIMS and the additional PDP components, including
the measurement process established for the Secretary of Revenue. The Oversight Committee
shall approve all of the fund transfers for this project. Within five days of entering into a
contract, the Department shall provide copies of each contract and all associated information to
the Joint Legislative Oversight Committee on Information Technology, the Chairs of the House
of Representatives and Senate Committees on Appropriations, and the Fiscal Research
Division.

The members of the Committee shall include the following:
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1) The Director of the Office of State Budget and Management;

2 The Secretary of the Department of Revenue;

3 The State Chief Information Officer;

(4)  Two persons appointed by the Governor;

5) One member of the general public having expertise in information
technology appointed by the General Assembly upon the recommendation of
the Speaker of the House of Representatives; and

(6) One member of the general public having expertise in economic and revenue
forecasting appointed by the General Assembly upon recommendation of the
President Pro Tempore of the Senate.

The State Budget Director shall serve as chair of the Committee. The Committee shall set
its meeting schedule and adopt its rules of operation by majority vote. A majority of the
members constitutes a quorum. Vacancies shall be filled by the appointing authority.
Administrative support staff shall be provided by the Department of Revenue. Members of the
Committee shall receive reimbursements for subsistence and travel expenses as provided by
Chapter 138 of the General Statutes. The Committee shall terminate on June 30, 2018.

The Department shall provide copies of the minutes of each meeting and all associated
information to the Joint Legislative Oversight Committee on Information Technology, the
Chairs of the House of Representatives Appropriations Committee, the Chairs of the Senate
Committee on Appropriations/Base Budget, and the Fiscal Research Division.

"SECTION 6A.5.(c1) The TIMS Oversight Committee created by Section 6A.5(c) of this
act shall do all of the following:

Approve and monitor management performance measures.

Approve project initiatives.

Approve project changes.

Provide project oversight.

Review funding requirements and project expenditures.

Provide TIMS project recommendations to the Department of Revenue and
the General Assembly.

Ensure Department of Revenue compliance with all applicable laws.

"SECTION 6A.5.(c2) Beginning August 1, 2014, and quarterly thereafter, the Department
of Revenue shall submit detailed quarterly reports to the Joint Legislative Oversight Committee
on_Information Technology, the Chairs of the Senate Appropriations Committee on General
Government _and Information Technology, the Chairs of the House Appropriations
Subcommittee on General Government, the Chair of the House Appropriations Subcommittee
on Information Technology, and the Fiscal Research Division. At a minimum, the reports shall
include all of the following:

Project status, to include any issues identified by the Enterprise Project
Management Office.

Comparison of project status to the time line, with an explanation of any
differences.

Any changes in project cost.

Actual expenditures to date.

Any variances from projected expenditures and the reasons for the variance.
Any potential funding shortfalls and their impact.

Any issues identified by the Department of Revenue, with a corrective action
plan and a time line for resolving the issues.

Impact of any issues identified on the project schedule.

Impact of any issues identified on project cost.

Any changes to the project scope.

Any change requests submitted to project vendors and the cost of the

B EoEkEE

CECE SEEER B E

changes."

GOVERNMENT DATA ANALYTICS CENTER/BUSINESS INTELLIGENCE
SECTION 7.6.(a) G.S. 143B-426.38A reads as rewritten:
'8 143B-426.38A. Government Data Analytics Center; State data-sharing requirements.
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(h) Definition/Additional Requirements. — For the purposes of this section, the term

"pbusiness intelligence (BI)" means the process of collecting, organizing, sharing, and analyzing
data through integrated data management, reporting, visualization, and advanced analytics to
discover patterns and other useful information that will allow policymakers and State officials
to_make more informed decisions. The term also includes (i) broad master data management
capabilities such as data integration, data quality and enrichment, data governance, and master
data_ management to collect, reference, and categorize information from multiple sources and
(i) self-service query and reporting capabilities to provide timely, relevant, and actionable
information to business users delivered through a variety of interfaces, devices, or applications
based on their specific roles and responsibilities. All State agency business intelligence
requirements, including any planning or development efforts associated with creating Bl
capability, as well as any master data management efforts, shall be implemented through
GDAC. The State Chief Information Officer shall ensure that State agencies use the GDAC for
agency business intelligence requirements."

SECTION 7.6.(b) Of the funds appropriated to the Information Technology Fund,
the sum of nine million four hundred seventeen thousand five hundred fifteen dollars
($9,417,515) for the 2014-2015 fiscal year shall be used to support the GDAC and NCFACTS.
Of these funds, the sum of one million four hundred seventeen thousand five hundred fifteen
dollars ($1,417,515) shall be used in each fiscal year of the 2013-2015 fiscal biennium for
GDAC internal costs. An additional one million one hundred twenty-nine thousand four
hundred eighty-eight dollars ($1,129,488) for the 2014-2015 fiscal year shall be used to support
the Criminal Justice Law Enforcement Automated Data System. The GDAC may receive
additional funding through the Information Technology Internal Service Fund. The State Chief
Information Officer shall establish rates for GDAC services provided to State agencies,
including rates for master data management.

INFORMATION TECHNOLOGY CONTRACTS
SECTION 7.7. Section 7.7 of S.L. 2013-360 is amended by adding a new
subsection to read:

"SECTION 7.7.(q) Enhance State IT Contract Expertise. — The State Chief Information
Officer (State CIO), the Office of State Human Resources, the Department of Computer
Science at North Carolina State University, the Schools of Government and Law at the
University of North Carolina at Chapel Hill, and in the discretion of the State CIO, schools and
departments at other public and private institutions of higher learning in the State, shall work
jointly to create a career path for State government information technology contracting
professionals that includes defined qualifications, career progression, training opportunities,
and appropriate compensation. By December 1, 2014, the State CIO shall submit a detailed,
fully implementable plan to create the career path for State government information technology
contracting professionals to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division."

VEHICLE MANAGEMENT
SECTION 7.11.(a) Section 7.16(e) of S.L. 2013-360 reads as rewritten:
"SECTION 7.16.(e) Until Juby—3,—2015—December 31, 2015, no State or local
governmental entity or officer may procure or operate an unmanned aircraft system or disclose
personal information about any person acquired through the operation of an unmanned aircraft
system unless the State CIO approves an exception specifically granting disclosure, use, or
purchase. Any exceptions to the prohibition in this subsection shall be reported immediately to
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the Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division. The following definitions apply in this section:

1) "Unmanned aircraft” means an aircraft that is operated without the
possibility of human intervention from within or on the aircraft.
2 "Unmanned aircraft system™ means an unmanned aircraft and associated

elements, including communication links and components that control the
unmanned aircraft that are required for the pilot in command to operate
safely and efficiently in the national airspace system."

SECTION 7.11.(b) If Section 7.16(e) of S.L. 2013-360 is repealed during the 2014

Session of the 2013 General Assembly, then Section 7.16 of S.L. 2013-360 is amended by
adding the following new subsection:

"SECTION 7.16.(q) _Until December 31, 2015, no State or local governmental entity or
officer may procure or operate an unmanned aircraft system or disclose personal information
about any person acquired through the operation of an unmanned aircraft system unless the
State CIO approves an exception specifically granting disclosure, use, or purchase. Any
exceptions to the prohibition in this subsection shall be reported immediately to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.
The following definitions apply in this section:

(1) "Unmanned aircraft” means an aircraft that is operated without the
possibility of human intervention from within or on the aircraft.

(2)  "Unmanned aircraft system" means an unmanned aircraft and associated
elements, including communication links and components that control the
unmanned aircraft that are required for the pilot in command to operate
safely and efficiently in the national airspace system."

USE OF MOBILE COMMUNICATIONS DEVICES
SECTION 7.12.(a) G.S. 147-33.91(a) reads as rewritten:

"(a)  With respect to State agencies, the State Chief Information Officer shall exercise
general coordinating authority for all telecommunications and mobile electronic
communications matters relating to the internal management and operations of those agencies.
In discharging that responsibility, the State Chief Information Officer, in cooperation with
affected State agency heads, may:

(i'4) Monitor the use of mobile electronic communications devices within State
agencies and maintain information on the following:

a. The total number of devices issued by each agency.

b. The total cost of mobile devices issued by each agency.
C. The number and cost of new devices issued.

d. The contracts used to obtain the devices."

SECTION 7.12.(b) Section 7.18 of S.L. 2013-360 is repealed.
SECTION 7.12.(c) G.S. 120-236 is repealed.

STATE PORTAL

SECTION 7.13. Section 7.22 of S.L. 2013-360, as amended by S.L. 2013-363,

reads as rewritten:

"SECTION 7.22. The State Chief Information Officer (SCIO) shall develop a plan to
implement an electronic portal that makes obtaining information, conducting online
transactions, and communicating with State agencies more convenient for members of the
public. The portal shall be developed using resources determined by the SCIO. The SCIO shall
report to the Joint Legislative Oversight Committee on Information Technology on the details
of the plan prior to implementation. The plan shall contain all of the following:

1 A detailed description for development and implementation of the portal, to
include a list of anticipated applications to be implemented during the State
fiscal years of 2013-2017.

2 A description of how the portal will be implemented, including the use of
outside vendors, detailed information on vendor participation, and potential
costs.

3) Detailed information on the anticipated total cost of ownership of the portal
and any applications proposed for implementation during the State fiscal
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years of 2013-2017, including the amount of any payments to be made to
any vendors supporting the project for each application and the portal as a
whole.

4) A funding model that limits the costs to the State.

(4a) Costs to State agencies for the portal as a whole and for each service.

(4b)  Costs to access services for citizens of the State.

(5) If outsourced, a detailed, fully executable plan to return portal operations to

the State W|th assomated eest&and—a—demled—anabfsm—mat—demenstrates—tha{

m%emauy—costs

(6) A provision requiring that any fees to support the operation of the portal
must be authorized by the State Chief Information Officer and reported to
the Joint Legislative Oversight Committee on Information Technology."

DEPARTMENT OF TRANSPORTATION INFORMATION TECHNOLOGY
MODERNIZATION
SECTION 7.14.(a) Of the funds appropriated to the Department of Transportation
(DOT), the sum of twenty-two million nine hundred eleven thousand eight hundred twenty-two
dollars ($22,911,822) for the 2014-2015 fiscal year is allocated for the following information
technology projects and associated activities:
FY 2014-2015

Replacement of the State Automated Driver License System $14,946,903
(SADLS) — Project Phases 1, 2, and 3
Division of Motor Vehicles Mobile Unit Replacement $796,000
Division of Motor Vehicles Kiosk Pilot Program $600,000
Division of Motor Vehicles Card Payment Operations & Maintenance $1,512,919
Division of Motor Vehicles — Service-Oriented Architecture $3,000,000
Division of Motor Vehicles Channel Strategy $1,800,000
Division of Motor Vehicles — Web Application Development $256,000

(Hearing Fee Implementation)

SECTION 7.14.(b) Available funds shall be prioritized to expedite completion of
the State Automated Driver License System modernization and replacement project. All DOT
business intelligence activities, to include any planning and development, shall be implemented
working through the Government Data Analytics Center. Service-oriented architecture efforts
shall be coordinated in writing with the Office of the State Chief Information Officer. All DOT
information technology product or service integration efforts shall be coordinated in writing
with the State Information Technology Innovation Center.

SECTION 7.14.(c) By September 1, 2014, the DOT Chief Information Officer
shall identify a responsible individual for each project listed above and provide those names to
the Joint Legislative Oversight Committee on Information Technology and the Joint Legislative
Transportation Oversight Committee.

SECTION 7.14.(d) Beginning October 1, 2014, the DOT Chief Information
Officer shall submit a quarterly, written report on the status of each information technology
project listed in this section to the Joint Legislative Oversight Committee on Information
Technology and the Joint Legislative Transportation Oversight Committee. At a minimum, the
report shall include all of the following:

1) Project status, to include any issues identified by the Enterprise Project

Management Office.

(2) Comparison of project status to the time line, with an explanation of any

differences.

3) Any changes in project cost.

(4)  Actual expenditures to date.

(5) Any variances from projected expenditures and the reasons for the variance.

(6) Any potential funding shortfalls and the potential impact of the funding

shortfalls.

(7)  Any issues identified by the DOT, with a corrective action plan and a time

line for resolving the issues.

(8) Impact of any issues identified on the project schedule.

9) Impact of any issues identified on project cost.
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(10)  Any changes to the project.
(11) Any change requests submitted to project vendors and the cost of those
changes.

GEOGRAPHIC INFORMATION SYSTEM DATA/CONSOLIDATION/FEASIBILITY
OF SELLING DATA
SECTION 7.16.(a) The State Chief Information Officer (State C10) shall:
1) Document Geographic Information System capabilities existing in State
agencies, including, but not limited to, the Office of the State CIO, the
Department of Public Safety, the Department of Transportation, and the
Department of Agriculture and Consumer Services, in consultation with the
Center for Geographic Information and Analysis. This requirement shall be
completed by December 1, 2014, with a copy of the written analysis to be
submitted to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on or before that date.
2 Develop recommendations for consolidating GIS functions within State
government. These recommendations shall be presented to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal
Research Division not later than December 1, 2014.
SECTION 7.16.(b) The State CIO shall determine if there are potential markets for
State GIS data. To accomplish this requirement, the State CIO shall identify any issues
associated with the sale of State GIS data and, if feasible, develop a plan for selling that data.
By December 1, 2014, the State CIO shall report to the Joint Legislative Oversight Committee
on Information Technology and to the Fiscal Research Division on any plan developed for the
sale of GIS data, or if the State CIO finds that the sale of GIS data is not feasible, the basis of
that determination.

INFORMATION TECHNOLOGY SERVICES/EMPLOYEES EXEMPTED FROM

CERTAIN PROVISIONS OF STATE HUMAN RESOURCES ACT

SECTION 7.17.(a) G.S. 126-5(c11) reads as rewritten:

"(c11) The following are exempt from: (i) the classification and compensation rules
established by the State Human Resources Commission pursuant to G.S. 126-4(1) through (4);
(if) G.S. 126-4(5) only as it applies to hours and days of work, vacation, and sick leave; (iii)
G.S. 126-4(6) only as it applies to promotion and transfer; (iv) G.S. 126-4(10) only as it applies
to the prohibition of the establishment of incentive pay programs; and (v) Article 2 of Chapter
126 of the General Statutes, except for G.S. 126-7.1:

3) Employees of the Office of the State Chief Information Officer, the Office of
Information Technology Services (ITS), and employees in all agencies,
departments, and institutions with similar classifications as ITS employees,
who voluntarily relinquish annual longevity payments, relinquish any claim
to longevity pay, voluntarily relinquish any claim to career status or
eligibility for career status as approved by the State Chief Information
Officer and the Director of the Office of State Human Resources (OSHR)."

SECTION 7.17.(b) This section is effective when it becomes law.

BUDGET AND REPORTING INFORMATION TECHNOLOGY EXPENDITURES

SECTION 7.18. The Office of the State Chief Information Officer shall complete
implementation of a Budget and Reporting Information Technology Expenditures (BRITE)
tool. By December 15, 2014, the State Chief Information Officer shall report to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division
on the implementation of the BRITE tool. The report shall include the following:

1) Initial and current implementation dates, with the reasons for any extensions.
(2) A time line of initial and current completion dates for each phase of the
project.

3) Every contract associated with the implementation, with the reason for each.

(4)  An explanation of any changes to any initial contract, with the associated
cost of each change.

(5) Initial and current budgets for the project.
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(6) Initial and current total cost for the project, to include all associated
contracts, as well as internal costs.

(7) Sources of funding for the implementation by fund code.

(8) Number of projected and actual hours to complete the effort, by phase, with
the reasons for any overage.

9 A list of system capabilities.

(10)  Any capabilities required for budget development and management that are
not currently available in BRITE, with an explanation of why the capability
is not available, how the capability will be achieved, cost associated with
adding the capability, and whether or not the capability was included in the
initial contract with the BRITE vendor.

(11) Issues associated with implementation, with the cause and identified solution
for each issue, as well as any additional costs resulting from the identified
solution.

(12)  Performance of each vendor during the project, with a list of actions taken in
the event any vendor did not perform based on the terms specified in their
contract.

(13) Potential for expansion of the BRITE tool to other agencies, with an
explanation of why agencies would require the tool, what the associated
costs would be, and any alternatives to the BRITE tool that are currently
available within State agencies.

By December 15, 2014, the State Chief Information Officer shall report to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division
on the status of the implementation within the Office of Information Technology Services and
the potential for expansion of the BRITE tool to other State agencies.

PART VIII. PUBLIC SCHOOLS

FUNDS FOR CHILDREN WITH DISABILITIES

SECTION 8.1. The State Board of Education shall allocate additional funds for
children with disabilities on the basis of three thousand seven hundred sixty-eight dollars and
eleven cents ($3,768.11) per child for the 2014-2015 fiscal year. Each local school
administrative unit shall receive funds for the lesser of (i) all children who are identified as
children with disabilities or (ii) twelve and five-tenths percent (12.5%) of its 2014-2015
allocated average daily membership in the local school administrative unit. The dollar amounts
allocated under this section for children with disabilities shall also adjust in accordance with
legislative salary increments, retirement rate adjustments, and health benefit adjustments for
personnel who serve children with disabilities.

FUNDS FOR ACADEMICALLY GIFTED CHILDREN

SECTION 8.2. The State Board of Education shall allocate additional funds for
academically or intellectually gifted children on the basis of one thousand two hundred
thirty-nine dollars and sixty-five cents ($1,239.65) per child for the 2014-2015 fiscal year. A
local school administrative unit shall receive funds for a maximum of four percent (4%) of its
2014-2015 allocated average daily membership, regardless of the number of children identified
as academically or intellectually gifted in the unit. The dollar amounts allocated under this
section for academically or intellectually gifted children shall also adjust in accordance with
legislative salary increments, retirement rate adjustments, and health benefit adjustments for
personnel who serve academically or intellectually gifted children.

EXTEND THE DATE FOR SCHOOL EMPLOYEES TO QUALIFY FOR CERTAIN
EDUCATION-BASED SALARY SUPPLEMENTS/JLEOC STUDY
SECTION 8.3.(a) Section 8.22 of S.L. 2013-360 reads as rewritten:
"SECTION 8.22. Notwithstanding Section 35.11 of this act, ae-only the following teachers

efand mstructlonal support pe#sennel—e*eept—fe#eemﬁed—seheel—mﬁses—and—msfemenenal

, 3 —personnel
shall be pald on the "M" salary schedule or recelve a salary supplement for academic

preparation at the six-year degree level or at the doctoral degree level for the 2014-2015 school
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the—ZOM—ZOl%—seheel—year—vear and subsequent school years:
Q)

Certified school nurses and instructional support personnel in positions for
which a master's degree is required for licensure.

Teachers and instructional support personnel who were paid on that salary
schedule or received that salary supplement prior to the 2014-2015 school
year.

(3)  Teachers and instructional support personnel who (i) complete a degree at
the master's, six-year, or doctoral degree level for which they completed at
least one course prior to August 1, 2013, and (ii) would have qualified for
the salary supplement pursuant to State Board of Education policy
TCP-A-006, as it was in effect on June 30, 2013."

SECTION 8.3.(b) The Joint Legislative Education Oversight Committee shall
study (i) the payment of salary supplements for teachers and instructional support personnel
who complete a degree at the master's, six-year, or doctoral degree level and (ii) the use of
State funds to provide for, in addition to base salary and other applicable local supplements,
differentiated pay for classroom teachers based on a teacher's demonstrated effectiveness and
additional responsibilities in advanced roles.

SECTION 8.3.(c) The Joint Legislative Education Oversight Committee shall
report the results of the study required by subsection (b) of this section, including
recommendations for any proposed legislative changes, to the General Assembly prior to the
convening of the 2015 General Assembly.

S

FUNDS FOR SMALL COUNTY SCHOOL ADMINISTRATIVE UNITS

SECTION 8.4. Section 8.4 of S.L. 2013-360, as amended by Section 3.11 of S.L.
2013-363, reads as rewritten:
"SMALL SCHOOL SYSTEM SUPPLEMENTAL FUNDING

"SECTION 8.4.(d) Allotment FermulaSchedule for the 2014-2015 Fiscal Year. — Except
as otherwise provided in subsection-subsections (e) and (g) of this section, for the 2014-2015
fiscal year, each eligible county school administrative unit shall receive a dollar allotment egual

te—thepreeleet—ef—the—fe#eameguaccordlnq to the followmq schedule:
69 /\

2) \
Allotted ADM Small County Allotment

0-600 $ 1,710,000
601-1,300 $ 1,820,000
1,301-1,700 $ 1,548,700
1,701-2,000 $ 1,600,000
2,001-2,300 $ 1,560,000
2,301-2,600 $ 1,470,000
2,601-2,800 $ 1,498,000
2,801-3,200 $ 1,548,000

"SECTION 8.4.(e) Phase-Out Provisions for the 2014-2015 Fiscal Year. — If a local school
administrative unit becomes ineligible for funding under the fermulaschedule in subsection (d)
of this section in the 2014-2015 fiscal year, funding for that unit shall be phased out over a
five-year period. Funding for such local administrative units shall be reduced in equal
increments in each of the five years after the local administrative unit becomes ineligible.
Funding shall be eliminated in the fifth fiscal year after the local administrative unit becomes
ineligible.

Allotments for eligible local school administrative units shall not be reduced by more than
twenty percent (20%) of the amount received in fiscal year 2013-2014 in any fiscal year.
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BUDGET REDUCTIONS/DEPARTMENT OF PUBLIC INSTRUCTION
SECTION 8.6. Section 8.6 of S.L. 2013-360 reads as rewritten:
"SECTION 8.6.(a) Notwithstanding G.S. 143C-6-4, the Department—ef—Public
nstructionState Board of Education may, after consultation with the Office of State Budget and

Management and the Fiscal Research Division, reerganize;reorganize the Department of Public
Instruction, if necessary, to implement the budget reductions set—eut—in—this—act—for the
2013-2015 fiscal biennium. Consultation shall occur prior to requesting budgetary and
personnel changes through the budget revision process. The DepartmentState Board shall
provide a current organization chart for the Department of Public Instruction in the consultation
process and shall report to the Joint Legislative Commission on Governmental Operations on
any reorganization.

"SECTION 8.6.(b) In implementing budget reductions for the 2014-2015 fiscal year, the
State Board of Education shall make no reduction to funding or positions for (i) the North
Carolina Center for Advancement of Teaching and (ii) the Eastern North Carolina School for
the Deaf, the North Carolina School for the Deaf, and the Governor Morehead School, except
that the State Board may, in its discretion, reduce positions that have been vacant for more than
16 months.

The State Board shall also make no reduction in funding to any of the following entities:

(1)  Communities in Schools of North Carolina, Inc.
(2)  Teach for America, Inc.
3) Beginnings For Parents of Children Who Are Deaf or Hard of Hearing, Inc."”

CLARIFY CARRYFORWARD FOR READING CAMPS
SECTION 8.7.(a) Section 8.16 of S.L. 2013-360 reads as rewritten:

"SECTION 8.16. Funds appropriated for the 2013-2015 fiscal biennium and subsequent
fiscal years for summerreading camps as defined in G.S. 115C-83.3(9) shall not revert at the
end of each fiscal year but shall remain available untH-expended-for expenditure until October
31 of the subsequent fiscal year."

SECTION 8.7.(b) This section becomes effective June 30, 2014.

CARRYFORWARD FOR PANIC ALARM GRANTS
SECTION 8.8.(a) Section 8.37 of S.L. 2013-360 is amended by adding a new
subsection to read:

"SECTION 8.37.(b1) Funds appropriated for the award of panic alarm system grants
pursuant to subsection (b) of this section shall not revert at the end of the fiscal year but shall
remain available for expenditure until the end of the subsequent fiscal year."

SECTION 8.8.(b) This section becomes effective June 30, 2014.

STATE BOARD OF EDUCATION NOTIFICATION TO THE GENERAL ASSEMBLY

OF FEDERAL GRANT APPLICATIONS

SECTION 8.9. G.S. 115C-12 is amended by adding a new subdivision to read:
"§ 115C-12. Powers and duties of the Board generally.

The general supervision and administration of the free public school system shall be vested
in the State Board of Education. The State Board of Education shall establish policy for the
system of free public schools, subject to laws enacted by the General Assembly. The powers
and duties of the State Board of Education are defined as follows:

(42) To notify the General Assembly of federal grant applications. — The State
Board of Education shall provide written notification to the General
Assembly in accordance with G.S. 120-29.5 and to the Fiscal Research
Division of its intent to apply for any federal grant prior to submitting the
grant application. The notice shall include details about the grant and a brief
summary of any anticipated policy implications of accepting the grant."
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PROPERTY INSURANCE SYSTEM FOR CHARTER SCHOOLS
SECTION 8.10. G.S. 115C-533 reads as rewritten:
"8 115C-533. Duty of State Board to operate insurance system.
The State Board of Education shall have the duty to manage and operate a system of
insurance for public school property. The State Board may offer a system of property insurance
to any charter schools approved pursuant to G.S. 115C-238.29D."

NC EDUCATION ENDOWMENT FUND
SECTION 8.11.(a) Chapter 115C of the General Statutes is amended by adding a
new Article to read:
"Article 32E.
"North Carolina Education Endowment Fund.
"§ 115C-472.16. Establishment of the North Carolina Education Endowment Fund.

(@ There is established the North Carolina Education Endowment Fund. The Fund shall
be a special fund consisting of (i) moneys credited to it under G.S. 20-81.12 from the sale of "I
Support Teachers" special registration plates; (ii) proceeds of any gifts, grants, or contributions
to the State that are specifically designated for inclusion in the Fund; (iii) appropriations made
to it by the General Assembly; and (iv) interest accrued to it thereon. Moneys in the Fund shall
be available for expenditure only upon an act of appropriation by the General Assembly.

(b)  The General Assembly shall only appropriate moneys in the North Carolina
Education Endowment Fund for teacher compensation that is related directly to improving
student academic outcomes in the public schools of the State."

SECTION 8.11.(b) G.S. 20-79.4(b) is amended by adding a new subdivision to

read:
"(b)  Types. — The Division shall issue the following types of special registration plates:

0] | Support Teachers. — Issuable to the registered owner of a motor vehicle in
accordance with G.S. 20-81.12. The plate shall have a gray chalkboard
background with "I SUPPORT TEACHERS" written in white chalk across
the top of the plate, and an image of a red apple shall be in the lower left
corner with the letters "ABC" appearing in white chalk over the apple."

SECTION 8.11.(c) G.S. 20-81.12(b12) reads as rewritten:

"(b12) | Support Public-Seheols-Teachers Plates. — The Division must receive 300 or more
applications for athe | Support Public—Sechools—Teachers plate before the plate may be
developed. The Division shall transfer quarterly the money in the Collegiate and Cultural
Attraction Plate Account derived from the sale of | Support Publie-Seheels-Teachers plates to
the
G-S-1156-472.10-North _ Carolina Education Endowment Fund established pursuant to
G.S. 115C-472.16."

SECTION 8.11.(d) G.S. 20-79.7 reads as rewritten:

"8 20-79.7. Fees for special registration plates and distribution of the fees.

(éfl) Fees. — All other special registration plates are subject to the regular motor vehicle
registration fee in G.S. 20-87 or G.S. 20-88 plus an additional fee in the following amount:

Special Plate Additional Fee Amount
i—iérley Owners' Group $20.00
| Support Teachers $20.00
Jaycees $20.00
ébecial Forces Association $20.00
: $20.00
US Equine Rescue League $20.00

(b) Distribution of Fees. — The Special Registration Plate Account and the Collegiate
and Cultural Attraction Plate Account are established within the Highway Fund. The Division
must credit the additional fee imposed for the special registration plates listed in subsection (a)
of this section among the Special Registration Plate Account (SRPA), the Collegiate and
Cultural Attraction Plate Account (CCAPA), the Clean Water Management Trust Fund
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(CWMTEF), which is established under G.S. 113A-253, and the Parks and Recreation Trust
Fund, which is established under G.S. 113-44.15, as follows:

Special Plate SRPA CCAPA NHTF PRTF
In-State Collegiate Insignia $10 $15 0 0
| Support Teachers $10 $10 0 0
Jaycees $10 $10 0 0
édpport Our Troops $10 $20 0 0
| %10 16 0 0
0 0

Support Soccer $10 $15

SECTION 8.11.(e) G.S. 20-63(b1) reads as rewritten:

"(b1) The following special registration plates do not have to be a "First in Flight" plate as
provided in subsection (b) of this section. The design of the plates that are not "First in Flight"
plates must be developed in accordance with G.S. 20-79.4(a3). For special plates authorized in
G.S. 20-79.7 on or after July 1, 2013, the Division may not issue the plate on a background
under this subsection unless it receives at least 200 applications for the plate in addition to the
applications required under G.S. 20-79.4 or G.S. 20-81.12.

(43) Mountains-to-Sea Trail, Inc.

(44) 1 Support Teachers."

SECTION 8.11.(f) The Revisor of Statutes is authorized to alphabetize, number,
and renumber the special registration plates listed in G.S. 20-79.4(b) to ensure that all the
special registration plates are listed in alphabetical order and numbered accordingly.

SECTION 8.11.(g) Article 32C of Chapter 115C of the General Statutes is
repealed.

SECTION 8.11.(h) Article 9 of Subchapter | of Chapter 105 of the General
Statutes is amended by adding a new section to read:

"§ 105-269.7. Contribution of income tax refund or payment to the North Carolina

Education Endowment Fund.

Any taxpayer entitled to a refund of income taxes under Article 4 of this Chapter, or any
taxpayer who desires to make a contribution, may elect to contribute all or part of the refund or
may make a contribution to the North Carolina Education Endowment Fund established
pursuant to G.S. 115C-472.16 to be used in accordance with that statute. The Secretary shall
provide appropriate language and space on the income tax form in which to make the election
or_contribution. The taxpayer's election or contribution becomes irrevocable upon filing the
taxpayer's income tax return for the taxable year. The Secretary shall transmit the amounts
designated pursuant to this section to the State Treasurer for credit to the North Carolina
Education Endowment Fund."

SECTION 8.11.(i) Funds appropriated from the General Fund to the North
Carolina Education Endowment Fund, as established by this section, for the 2014-2015 fiscal
year shall be used for the purpose of providing local boards of education with additional State
funds to provide local programs for differentiated pay for highly effective classroom teachers.
It is the intent of the General Assembly to use these funds for appropriations to local boards of
education based on proposals for differentiated pay submitted by local boards of education in
accordance with Section 8.41 of this act. Funds shall only be expended from the North Carolina
Education Endowment Fund for differentiated pay upon an act of appropriation by the General
Assembly.

SECTION 8.11.(J) Subsection (h) of this section is effective for taxable years
beginning on or after January 1, 2014.

CLARIFY MILITARY SERVICE CREDIT FOR NEWLY HIRED EDUCATORS
SECTION 8.12. G.S. 115C-302.3(a) reads as rewritten:

“(a) The State Board of Education shall establish rules for awarding credit for salary
purposes to principals, assistant principals, and teachersteachers, who (i) served in the Armed
Forces of the United Statesand-whe-States; (ii) have retired or who have received an Honorable

i —Discharge; and (iii) have not been previously employed by a public school located
in North Carolina. The rules shall include the following provisions:
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1) One full year of experience credit shall be awarded for each year of full-time
relevant nonteaching work experience completed (i) while on active military
duty in the Armed Forces of the United States and (ii) after earning a
bachelor's degree.

2) One full year of experience credit shall be awarded for each two years of
full-time relevant nonteaching work experience completed (i) while on
active duty in the Armed Forces of the United States and (ii) before earning
a bachelor's degree.

3) One full year of experience credit shall be awarded for every two years of
full-time instructional or leadership duties while on active military duty in
the Armed Forces of the United States, regardless of academic degree held
while in instruction or leadership roles."

SCHOOL TRANSPORTATION FLEET MANUAL REVIEW

SECTION 8.13.(a) The Department of Public Instruction shall study and review
school bus transportation maintenance issues by convening a committee of school bus
transportation maintenance experts, at least half of whom shall be employees of local boards of
education from around the State directly involved in the daily maintenance of school buses.
The study shall specifically review the provisions of the State's School Transportation Fleet
Manual. The Department shall do at least the following when conducting the review:

1) Specify those provisions of the current manual that are required by federal
law, regulation, or guideline.

2 Determine if the procedures in the Manual, including the out-of-service
criteria, can be streamlined and simplified to meet the minimum
requirements of federal law, including Highway Safety Program Guideline
No. 17 on Pupil Transportation Safety, and eliminate any unnecessary or
unduly burdensome requirements.

3) Determine if the current 30-day school bus inspection schedule in
G.S. 115C-248 is still appropriate or should be extended.

SECTION 8.13.(b) The Department of Public Instruction shall report on the study

and the results of the review, along with any recommendations for statutory changes, to the
Joint Legislative Education Oversight Committee by December 15, 2014.

DRIVER EDUCATION FUNDING

SECTION 8.15.(a) Effective July 1, 2015, G.S. 20-88.1(c) is repealed.

SECTION 8.15.(b) It is the intent of the General Assembly that, beginning with
the 2015-2016 fiscal year, the driver education program administered by the Department of
Public Instruction in accordance with G.S. 115C-215 shall no longer be paid out of the
Highway Fund based on an annual appropriation by the General Assembly. Local boards of
education shall use funds available to them, including a fee for instruction charged to students
pursuant to G.S. 115C-216(g), to offer noncredit driver education courses in high schools.

SECTION 8.15.(c) G.S. 115C-216(g) reads as rewritten:

"(g) Fee for Instruction. — The local boards of education shall fund driver education
courses from funds available to them and may charge each student participating in a driver
education course a fee of up to fifty-fivesixty-five dollars {$55:00)($65.00) to offset the costs of
providing the training and instruction."

FUNDS FOR ADVANCED PLACEMENT/INTERNATIONAL BACCALAUREATE
COURSES
SECTION 8.17. Section 8.27 of S.L. 2013-360 reads as rewritten:
"BROADEN SUCCESSFUL PARTICIPATION IN ADVANCED COURSES

SECTION 8.27.(d) Of the funds appropriated to the Department of Public
Instruction to implement the requirements of this section, ten million eight hundred thirty-one
thousand one hundred eighty-four dollars ($10,831,184) for the 2014-2015 fiscal year shall be
used to fund fees for testing in advanced courses and one million five hundred thousand dollars
(%$1,500,000) for each fiscal year shall be used by the North Carolina Advanced Placement
Partnership to carry out its responsibilities as set forth in this section. Funding appropriated for
professional development may be used by the State Board of Education to contract with an
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independent evaluator to assess the implementation and impact of advanced course programs in
North Carolina. For the purposes of this section, the term "advanced courses" means an
Advanced Placement or International Baccalaureate Diploma Programme course.

If the funds appropriated for the 2014-2015 fiscal year and subsequent fiscal years are
insufficient, the Department of Public Instruction may use other funds within the State Public
School Fund for these purposes.

SECTION 8.27.(e) Beginning with the 2014-2015 school year, the State Board of
Education shall use funds allocated in subsection (d) of this section to do all of the following:
1) Provide funds to local school administrative units and charter schools to pay
testing fees for advanced courses for all students.
2 Provide funds to the North Carolina Advanced Placement Partnership for
professional development for teachers of Advanced Placement courses.

"

JLEOC STUDY OF NCVPS REVENUE

SECTION 8.18.(a) The Joint Legislative Education Oversight Committee shall
study the potential generation of revenue by the North Carolina Virtual Public School Program
(NCVPS) by selling virtual course seats in under-subscribed courses to out-of-state students,
selling training courses to in-State and out-of-state educators, and selling packages of
educational materials to out-of-state education entities. The Committee shall consider issues
related to authorizing NCVPS to expand as a for-profit online education provider, including
intellectual property barriers, the use of public-private partnerships for expansion of marketing
outside of the State, potential fiscal benefits to the State, concerns related to allowing NCVPS
to enter the private commercial marketplace as an online education provider, and any other
issues the Committee deems relevant.

SECTION 8.18.(b) The Joint Legislative Education Oversight Committee shall
report the results of the study required by subsection (a) of this section, including
recommendations for any proposed legislative changes, to the General Assembly prior to the
convening of the 2015 General Assembly.

COMPETITIVE GRANTS TO IMPROVE AFTER-SCHOOL SERVICES

SECTION 8.19.(a) Of the funds appropriated by this act for the At-Risk Student
Services Alternative School Allotment for the 2014-2015 fiscal year, the State Board of
Education shall use five million dollars ($5,000,000) for the After-School Quality Improvement
Grant Program administered by the Department of Public Instruction. It is the intent of the
General Assembly to appropriate five million dollars ($5,000,000) for this purpose in each year
of the 2015-2017 fiscal biennium. Of the funds appropriated for the program, the Department
of Public Instruction may use up to two hundred thousand dollars ($200,000) for each fiscal
year to administer the program.

SECTION 8.19.(b) The purpose of the After-School Quality Improvement Grant
Program is to pilot after-school learning programs for at-risk students that raise standards for
student academic outcomes by focusing on the following:

1) Use of an evidence-based model with a proven track record of success.

2) Inclusion of rigorous, quantitative performance measures to confirm their

effectiveness during the grant cycle and at the end-of-grant cycle.

3) Alignment with State performance measures, student academic goals, and
the North Carolina Standard Course of Study.

4) Prioritization in programs to integrate clear academic content, in particular,
science, technology, engineering, and mathematics (STEM) learning
opportunities or reading development and proficiency instruction.

(5) Emphasis on minimizing student class size when providing instruction.

(6) Expansion of student access to learning activities and academic support that
strengthen student engagement and leverage community-based resources,
which may include organizations that provide mentoring services and
private-sector employer involvement.

SECTION 8.19.(c) Local school administrative units and nonprofits working in
collaboration with local school administrative units may participate in the program, as set forth
in this section, and are eligible to receive two-year grants of up to five hundred thousand
dollars ($500,000) a year, based on the proposed number of students served, with an option for
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a third year of funding. At least seventy percent (70%) of students served by the program must
qualify for free or reduced-price meals.

Grants shall be matched on the basis of three dollars ($3.00) in grant funds for every
one dollar ($1.00) in nongrant funds. Matching funds shall not include other State funds.
Matching funds may include in-kind contributions.

SECTION 8.19.(d) Grant recipients shall report to the Department of Public
Instruction after the first year of funding on the progress of the grant, including alignment with
State academic standards, data collection for reporting student progress, and other measures,
before receiving funding for the next fiscal year. Grant recipients shall report after the second
year of funding on key performance data, including statewide test results, attendance rates, and
promotion rates. Grant allocations for the third year shall be based on student performance data.

SECTION 8.19.(e) The Department of Public Instruction shall provide interim
reports on the grant program to the Joint Legislative Education Oversight Committee by
September 15, 2015, and September 15, 2016, with a final report on the program by September
15, 2017. The final report shall include the final results of the program and recommendations
regarding effective after-school program models, standards, and performance measures based
on student performance, leveraging of community-based resources to expand student access to
learning activities and academic support, and the experience of the grant recipients.

SCHEMATIC DESIGNS/EMERGENCY ACCESS TO SCHOOLS
SECTION 8.20.(a) Section 8.39 of S.L. 2013-360 is repealed.
SECTION 8.20.(b) Article 8C of Chapter 115C of the General Statutes is amended
by adding new sections to read:
"8 115C-105.53. Schematic diagrams and emergency access to school buildings for local
law enforcement agencies.

(a) Each local school administrative unit shall provide the following to local law
enforcement agencies: (i) schematic diagrams, including digital schematic diagrams, and (ii)
emergency access to key storage devices such as KNOX" boxes for all school buildings. Local
school administrative units shall provide updates of the schematic diagrams to local law
enforcement agencies when substantial modifications such as new facilities or modifications to
doors and windows are made to school buildings. Local school administrative units shall also
be responsible for providing local law enforcement agencies with updated access to school
building key storage devices such as KNOX® boxes when changes are made to these boxes or
devices.

(b)  The Department of Public Instruction, in consultation with the Department of Public
Safety, shall develop standards and guidelines for the preparation and content of schematic
diagrams and necessary updates. Local school administrative units may use these standards and
guidelines to assist in the preparation of their schematic diagrams.

(©) Schematic diagrams are not considered a public record as the term "public record" is
defined under G.S.132-1 and shall not be subject to inspection and examination under
G.S. 132-6.

"8 115C-105.54. Schematic diagrams and emergency response information provided to
Division of Emergency Management.

(a) Each local school administrative unit shall provide the following to the Division of
Emergency Management (Division) at the Department of Public Safety: (i) schematic diagrams,
including digital schematic diagrams, and (ii) emergency response information requested by the
Division for the School Risk Management Plan (SRMP) and the School Emergency Response
Plan (SERP). Local school administrative units shall also provide updated schematic diagrams
and emergency response information to the Division when such updates are made. The
Division shall ensure that the diagrams and emergency response information are securely stored
and distributed as provided in the SRMP and SERP to first responders, emergency personnel,
and school personnel and approved by the Department of Public Instruction.

(b)  The schematic diagrams and emergency response information are not considered a
public record as the term "public record" is defined under G.S. 132-1 and shall not be subject to
inspection and examination under G.S. 132-6."

SECTION 8.20.(c) The schematic diagrams referenced in subsection (b) of this
section shall be provided to local law enforcement agencies and the Division of Emergency
Management at the Department of Public Safety by June 1, 2015.
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NBPTS SUPPLEMENT FOR INSTRUCTIONAL COACHES IN TITLE I SCHOOLS
SECTION 8.21. G.S. 115C-296.2(b) reads as rewritten:
"(b)  Definitions. — As used in this subsection:
1) A "North Carolina public school" is a school operated by a local board of
education, the Department of Health and Human Services, the Division of
Adult Correction of the Department of Public Safety, the Division of
Juvenile Justice of the Department of Public Safety or The University of
North Carolina; a school affiliated with The University of North Carolina; or
a charter school approved by the State Board of Education.
(2 A "teacher" is a person who:
a. Either:
1. Is certified to teach in North Carolina; or
2. Holds a certificate or license issued by the State Board of
Education that meets the professional license requirement for
NBPTS eertiication;certification.
b. Is a State-paid employee of a North Carolina public sehoeel:school.

Is paid on the teacher salary seheduterandschedule.

Spends at least seventy percent (70%) of his or her work time:

1. In classroom instruction, if the employee is employed as a
teacher. Most of the teacher's remaining time shall be spent in
one or more of the following: mentoring teachers, doing
demonstration lessons for teachers, writing curricula,
developing and leading staff development programs for
teachers; er

2. In work within the employee's area of certification or

licensure, if the employee is employed in an area of NBPTS

certification other than direct classroom
astruetion-instruction; or

As an instructional coach, as classified by the Department of

Public Instruction, in a Title | school. As used in this

sub-sub-subdivision, a Title | school is a school identified

under Part A of Title | of the Elementary and Secondary

Education Act of 1965, as amended."

oo

|

JLEOC STUDY DIAGNOSTIC READING ASSESSMENTS FOR READ TO ACHIEVE

SECTION 8.22.(a) The Joint Legislative Education Oversight Committee shall
study the formative and diagnostic reading assessments required by the Department of Public
Instruction to meet the provisions of the Read to Achieve Program. The study shall examine
whether there are additional options for formative and diagnostic reading assessments that
would provide local school administrative units with additional flexibility in meeting the
requirements of Read to Achieve, and if fewer assessment instruments or data-gathering
activities could be used. When considering additional assessments, the Committee shall review
the assessments to see if they could be used with the Education Value-Added Assessment
System (EVAAS) in analyzing student growth for the purposes of the teacher evaluation
instrument for kindergarten through second grade teachers. The Committee shall also identify
other assessments that may be used in analyzing student growth for the purposes of the teacher
evaluation instrument for kindergarten through second grade teachers. In identifying additional
options for both formative and diagnostic reading assessments, and other assessments for
analyzing student growth for the purposes of the teacher evaluation, the Committee shall
consider at least the following factors:

(1)  The time required for conducting assessments.

2 The level of integration of assessment results with instructional support for

teachers and students.
3) The timeliness in reporting assessment results to teachers and administrators.
(4)  The ability to provide timely and useful assessment results to parents and
guardians.

SECTION 8.22.(b) The Joint Legislative Education Oversight Committee shall
report the results of the study required by subsection (a) of this section to the General Assembly
prior to the convening of the 2015 General Assembly.
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SUPPLY OF EMERGENCY EPINEPHRINE AUTO-INJECTORS ON SCHOOL

PROPERTY

SECTION 8.23.(a) Article 25A of Chapter 115C of the General Statutes is
amended by adding a new section to read:
"8 115C-375.2A. School supply of epinephrine auto-injectors.

(@ A local board of education shall provide for a supply of emergency epinephrine
auto-injectors on school property for use by trained school personnel to provide emergency
medical aid to persons suffering from an anaphylactic reaction during the school day and at
school-sponsored events on school property. Each school shall store in a secure but unlocked
and easily accessible location a minimum of two epinephrine auto-injectors. For purposes of
this section, "school property" does not include transportation to or from school.

(b) For the purposes of this section and G.S. 115C-375.2, "epinephrine auto-injector"
means a disposable drug delivery system with a spring-activated, concealed needle that is
designed for emergency administration of epinephrine to provide rapid, convenient first aid for
persons suffering a potentially fatal reaction to anaphylaxis.

©) The principal shall designate one or more school personnel, as part of the medical
care program under G.S. 115C-375.1, to receive initial training and annual retraining from a
school nurse or qualified representative of the local health department regarding the storage and
emergency use of an epinephrine auto-injector. Notwithstanding any other provision of law to
the contrary, the school nurse or other designated school personnel who has received training
under this subsection shall obtain a non-patient specific prescription for epinephrine
auto-injectors from a physician, physician assistant, or nurse practitioner of the local health
department serving the area in which the local school administrative unit is located.

(d)  The principal shall collaborate with appropriate school personnel to develop an
emergency action plan for the use of epinephrine auto-injectors in an emergency. The plan shall
include at least the following components:

(1)  Standards and procedures for the storage and emergency use of epinephrine
auto-injectors by trained school personnel.

(2)  Training of school personnel in recognizing symptoms of anaphylaxis.

3) Emergency follow-up procedures, including calling emergency services and
contacting a student's parent and physician.

4) Instruction and certification in cardiopulmonary resuscitation.

(e) A supply of emergency epinephrine auto-injectors provided in accordance with this
section shall not be used as the sole medication supply for students known to have a medical
condition requiring the availability or use of an epinephrine auto-injector. Those students may
be authorized to possess and self-administer their medication on school property under
G.S. 115C-375.2.

(f) A local board of education, its members, employees, designees, agents, or
volunteers, and a physician, physician assistant, or nurse practitioner of the local health
department shall not be liable in civil damages to any party for any act authorized by this
section or for any omission relating to that act unless that act or omission amounts to gross
negligence, wanton conduct, or intentional wrongdoing."

SECTION 8.23.(b) G.S. 115C-238.29F(a) reads as rewritten:

"(a) Health and Safety Standards. — A charter school shall meet the same health and
safety requirements required of a local school administrative unit. The Department of Public
Instruction shall ensure that charter schools provide parents and guardians with information
about meningococcal meningitis and influenza and their vaccines at the beginning of every
school year. This information shall include the causes, symptoms, and how meningococcal
meningitis and influenza are spread and the places where parents and guardians may obtain
additional information and vaccinations for their children.

The Department of Public Instruction shall also ensure that charter schools provide parents
and guardians with information about cervical cancer, cervical dysplasia, human
papillomavirus, and the vaccines available to prevent these diseases. This information shall be
provided at the beginning of the school year to parents of children entering grades five through
12. This information shall include the causes and symptoms of these diseases, how they are
transmitted, how they may be prevented by vaccination, including the benefits and possible
side effects of vaccination, and the places where parents and guardians may obtain additional
information and vaccinations for their children.
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The Department of Public Instruction shall also ensure that charter schools provide students
in grades seven through 12 with information annually on the preventable risks for preterm birth
in subsequent pregnancies, including induced abortion, smoking, alcohol consumption, the use
of illicit drugs, and inadequate prenatal care.

The Department of Public Instruction shall also ensure that charter schools provide students
in grades nine through 12 with information annually on the manner in which a parent may
lawfully abandon a newborn baby with a responsible person, in accordance with G.S. 7B-500.

The Department of Public Instruction shall also ensure that the guidelines for individual
diabetes care plans adopted by the State Board of Education under G.S. 115C-12(31) are
implemented in charter schools in which students with diabetes are enrolled and that charter
schools otherwise comply with the provisions of G.S. 115C-375.3.

The Department of Public Instruction shall ensure that charter schools comply with
G.S. 115C-375.2A. The board of directors of a charter school shall provide the school with a
supply of emergency epinephrine auto-injectors necessary to carry out the provisions of
G.S. 115C-375.2A."

SECTION 8.23.(c) G.S. 115C-238.66(7) reads as rewritten:

"(7) Health and safety. — The board of directors shall require that the regional
school meet the same health and safety standards required of a local school
administrative unit.

The Department of Public Instruction shall ensure that regional schools
comply with G.S. 115C-375.2A. The board of directors of a regional school
shall provide the school with a supply of emergency epinephrine
auto-injectors necessary to carry out the provisions of G.S. 115C-375.2A."

SECTION 8.23.(d) Within 60 days of the date this act becomes law, the North

Carolina Board of Pharmacy, in consultation with the State Board of Education, shall adopt
rules addressing the authorization for school personnel to obtain a prescription for epinephrine
for emergency health circumstances in public schools in accordance with G.S. 115C-375.2A, as
enacted by this section.

SECTION 8.23.(e) Subsections (a) through (c) of this section become effective

November 1, 2014.

OPPORTUNITY SCHOLARSHIP GRANT CLARIFICATIONS
SECTION 8.25.(a) G.S. 115C-562.2(a) reads as rewritten:

"(a)  The Authority shall make available no later than February 1 annually applications to
eligible students for the award of scholarship grants to attend any nonpublic school.
Information about scholarship grants and the application process shall be made available on the
Authority's Web site. Beginning Mareh—March 15, the Authority shall begin awarding
scholarship grants according to the following criteria:

1) First priority shall be given to eligible students who received a scholarship
grant during the previous school year if those students have applied by
March 1.

"

SECTION 8.25.(b) G.S. 115C-562.2 is amended by adding a new subsection to
read:

"(e) Scholarship applications and personally identifiable information related to eligible
students receiving scholarship grants shall not be a public record under Chapter 132 of the
General Statutes. For the purposes of this section, personally identifiable information means
any information directly related to a student or members of a student's household, including the
name, birthdate, address, Social Security number, telephone number, e-mail address, financial
information, or any other information or identification number that would provide information
about a specific student or members of a specific student's household."

SECTION 8.25.(c) G.S. 115C-562.3(a) reads as rewritten:

"(a@) The Authority may seek verification of information on any application for

scholarship grants from eligible students. The Authority shall select and verify a—randem

Six percent (6%) of applications anruathannually, including those with
apparent errors on the face of the application. The Authority shall establish rules for the
verification process and may use the federal verification requirements process for free and
reduced-price lunch applications as guidance for those rules. If a household fails to cooperate
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with verification efforts, the Authority shall revoke the award of the scholarship grant to the
eligible student.”
SECTION 8.25.(d) G.S. 115C-562.5 is amended by adding a new subsection to
read:
"(cl) A nonpublic school shall not discriminate with respect to the categories listed in 42
U.S.C. 8 2000d, as that statute read on January 1, 2014."
SECTION 8.25.(d1) G.S. 115C-562.5(a)(2) reads as rewritten:
"(@) A nonpublic school that accepts eligible students receiving scholarship grants shall
comply with the following:

2 ConduetProvide to the Authority a criminal background check conducted for
the staff member with the highest decision-making authority, as defined by
the bylaws, articles of incorporation, or other governing document, to ensure
that person has not been convicted of any crime listed in G.S. 115C-332."

SECTION 8.25.(e) G.S. 115C-562.7(a) is repealed.

SECTION 8.25.(f) G.S. 115C-562.7(b) reads as rewritten:

"(b) The Authority shall report annually, no later than Mareh April 1, to the Joint
Legislative Education Oversight Committee on the following:

SECTION 8.25.(g) Notwithstanding the requirement in G.S. 115C-562.2(a), as
amended by this section, that the State Education Assistance Authority (Authority) make
available applications for scholarship grants to attend nonpublic schools by February 1, the
Authority shall make applications for the award of scholarships for the 2015 spring semester
available no later than October 1, 2014, and the Authority shall notify parents in writing of the
eligibility as soon as practicable. Notwithstanding the awards criteria in G.S. 115C-562.2(a), as
amended by this section, and the definition of eligible student in G.S. 115C-562.1(2), to be
eligible to receive a scholarship grant for the 2015 spring semester, a student shall meet both of
the following criteria:

1) Reside in a household with an income level not in excess of the amount
required for the student to qualify for the federal free or reduced-price lunch
program.

2) Be a full-time student who has not yet received a high school diploma and is
assigned to and attending a public school pursuant to G.S. 115C-366 during
the 2014 fall semester.

The Authority shall establish temporary rules and regulations for the administration
and awarding of scholarship grants for the 2015 spring semester. The Authority shall give
priority to an eligible student who applied but did not receive an award for the 2014-2015
school year in the awarding of scholarship grants for the 2015 spring semester. The Authority
may also develop a process for awarding grants using a random lottery system.

SECTION 8.25.(h)  Notwithstanding G.S. 115C-562.2(b), scholarship grants
awarded to eligible students for the 2015 spring semester shall be for amounts of up to two
thousand one hundred dollars ($2,100). No scholarship grant shall exceed the required tuition
and fees for the nonpublic school the eligible student will attend. Tuition and fees for a
nonpublic school may include tuition and fees for books, transportation, equipment, or other
items required by the nonpublic school.

SECTION 8.25.(i) Notwithstanding G.S. 115C-562.6, the Authority shall remit at
least once during the 2015 spring semester scholarship grant funds awarded for that semester
for endorsement by at least one of the student's parents or guardians. The requirements of
G.S. 115C-562.6 shall otherwise apply to scholarship grants awarded for the 2015 spring
semester.

SECTION 8.25.(j) Except as otherwise provided in this section, Part 2A of Article
39 of the General Statutes shall apply to the award of scholarship grants for the 2015 spring
semester by the Authority.

SECTION 8.25.(k) Notwithstanding the requirements of G.S. 115C-562.3, as
amended by this section, for applications received for the 2014-2015 school year or the 2015
spring semester, the State Education Assistance Authority shall select and verify no less than
three percent (3%) of applications, including those with apparent errors on the face of the
application.
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SECTION 8.25.(I) Notwithstanding G.S. 116-30.3(a) or any other provision of
law, of the funds appropriated to the Board of Governors of The University of North Carolina
for the 2014-2015 fiscal year to award scholarship grants to eligible students in accordance
with Section 8.29 of S.L. 2013-360 and the provisions of this section, any unspent funds in the
2014-2015 fiscal year for this purpose shall revert to the General Fund on June 30, 2015.

SECTION 8.25.(m) Subsection (b) of this section becomes effective July 1, 2013.
The remainder of this section is effective when it becomes law.

INJURY PREVENTION AND RETURN-TO-WORK PROGRAMS

SECTION 8.26. G.S. 115C-12 is amended by adding a new subdivision to read:

"(43) To Ensure that Local Boards of Education Implement Injury Prevention and
Return-to-Work Programs. — The State Board of Education shall develop
policies and procedures to ensure that local boards of education implement
and comply with loss prevention and return-to-work programs based on
models adopted by the State Board. These models shall be designed to
reduce the number of injuries resulting in workers' compensation claims and
ensure injured employees with workers' compensation claims return to work
in accordance with current State Board of Education policy."

PARTICIPATION IN INVESTING IN INNOVATION GRANTS
SECTION 8.27. Section 8.25(b) of S.L. 2013-360 reads as rewritten:

"SECTION 8.25.(b) The federal Investing in Innovation Fund Grant: Validating Early
College Strategies for Traditional Comprehensive High Schools awarded to the North Carolina
New Schools Project for 2012-2017 requires students to enroll in a community college course
in the 10th grade. Notwithstanding any other provision of law, specified local school
administrative units may offer one community college course to participating sophomore (10th
grade) students. Participating local school administrative units are Alleghany, Beaufort, Bladen
Hertford, Jones, Madison, Martin, Richmond, Rutherford, Surry, Warren,kes; and Yancey
County Schools.”

DEPARTMENT OF PUBLIC INSTRUCTION RESPONSE TIME

SECTION 8.28. Staff at the Department of Public Instruction shall, whenever
practicable, respond to requests for information originating from the superintendent of a local
school administrative unit, the principal officer of a charter school, or the principal of a
regional school, or their designees, within three business days of receipt of the request. Absent
extraordinary circumstances, requests for information shall be reasonably and fully answered
within 14 business days following an initial response.

EXTEND REPORTING FOR SCHOOL PERFORMANCE SCORES AND GRADES
SECTION 8.30. Section 9.4(f) of S.L. 2013-360 reads as rewritten:
"SECTION 9.4.(f) The State Board of Education shall issue the first annual report cards
under G.S. 115C-12(9)cl., as amended by this section, no earlier than August-1,2014-January
15, 2015."

ANNUAL DISTRIBUTION OF SCHOOL BULLYING/CYBER-BULLYING POLICIES
SECTION 8.32.(a) G.S. 115C-407.16(d) reads as rewritten:

"(d) At the beginning of each school year, the principal shall provide the local school
administrative unit's policy prohibiting bullying and harassing behavior, including
cyber-bullying, to staff, students, and parents as defined in G.S. 115C-390.1(b)(8). Notice of
the local policy shall appear in any school unit publication that sets forth the comprehensive
rules, procedures, and standards of conduct for schools within the school unit and in any
student and school employee handbook."

SECTION 8.32.(b) G.S. 115C-238.29F is amended by adding a new subsection to

read:

"(m) Policy Against Bullying. — A charter school is encouraged to adopt a policy against
bullying or harassing behavior, including cyber-bullying, that is consistent with the provisions
of Article 29C of this Chapter. If a charter school adopts a policy to prohibit bullying and
harassing behavior, the charter school shall, at the beginning of each school year, provide the
policy to staff, students, and parents as defined in G.S. 115C-390.1(b)(8)."
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SECTION 8.32.(c) G.S. 115C-238.66 reads as rewritten:
"8 115C-238.66. Board of directors; powers and duties.
The board of directors shall have the following powers and duties:

(12) Policy against bullying. — A regional school is encouraged to adopt a policy
against _bullying or harassing behavior, including cyber-bullying, that is
consistent with the provisions of Article 29C of this Chapter. If a regional
school adopts a policy to prohibit bullying and harassing behavior, the
regional school shall, at the beginning of each school year, provide the
policy to staff, students, and parents as defined in G.S. 115C-390.1(b)(8)."

SECTION 8.32.(d) This section applies beginning with the 2014-2015 school year.

CLARIFY SCHOOL COUNSELORS WORK DUTIES
SECTION 8. 33 (a) G. S 115C 316 1(b) reads as rewrrtten

counsellng program support actlvmes do not mclude the coordlnatlon of standardlzed testing.
Hewever—During the remainder of their work time, school counselors may assist other staff
with the coordination of standardized testing."”

SECTION 8.33.(b) Section 8.35(b) of S.L. 2013-360 is repealed.

FUNDS FOR CHARTER SCHOOL CLOSURE

SECTION 8.34.(a) G.S. 115C-238.29F(i) is repealed.

SECTION 8.34.(b) Article 16 of Chapter 115C of the General Statutes is amended
by adding a new section to read:
"8 115C-238.29L. Dissolution of a charter school.

(a) Funds Reserved for Closure Proceedings. — A charter school shall maintain, for the
purposes of ensuring payment of expenses related to closure proceedings in the event of a
voluntary or involuntary dissolution of the charter school, one or more of the options set forth
in this subsection. The minimum aggregate value of the options chosen by the charter school
shall be fifty thousand dollars ($50,000). The State Board of Education shall not allocate any
funds under G.S.115C-238.29H to a charter school unless the school has provided
documentation to the State Board that the charter school has met the requirements of this
subsection. Permissible options to satisfy the requirements of this subsection include one or
more of the following:

(1)  An escrow account.
(2) A letter of credit.
(3) Abond.

(4)  Adeed of trust.

(b)  Distribution of Assets. — Upon dissolution of a charter school, all net assets of the
charter school purchased with public funds shall be deemed the property of the local school
administrative unit in which the charter school is located."

SECTION 8.34.(c) G.S.115C-238.29G(al) reads as rewritten:

"(al) The State Board shall adopt criteria for adequate performance by a charter school
and shall identify charter schools with inadequate performance. The criteria shall include a
requirement that a charter school which demonstrates no growth in student performance and
has annual performance composites below sixty percent (60%) in any two years in a three-year
period is inadequate.

(2) If a charter school is inadequate and has had a charter for more than five
years, the State Board is authorized to terminate, not renew, or seek
applicants to assume the charter through a competitive bid process
established by the State Board. The State Board shall develop rules on the
assumption of a charter by a new entity that include all aspects of the
operations of the charter school, including the status of the employees.
Public assets would transfer to the new entity and not revert to the local
school administrative unit in which the charter school is located pursuant to

G-S1156-238-29F(1)-G.S. 115C-238.29L (b)."
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SECTION 8.34.(d) This section applies to charter schools that submit applications
for an initial charter or the renewal of a charter to the State Board of Education on or after the
date this act becomes law.

VIRTUAL CHARTER SCHOOL PILOT PROGRAM

SECTION 8.35.(a) Notwithstanding G.S. 115C-238.29D or any other provision of
law to the contrary, the State Board of Education shall establish a pilot program to authorize the
operation of two virtual charter schools serving students in kindergarten through twelfth grade.
The State Board shall establish an application process to allow student enrollment in the
selected virtual charter schools beginning with the 2015-2016 school year. A virtual charter
school participating in the pilot may serve any grade span of students in kindergarten through
twelfth grade. The pilot program shall continue for a period of four school years and shall end
with the 2018-2019 school year.

SECTION 8.35.(b) The virtual charter schools participating in the pilot program
authorized by this section shall be subject to the statutes and rules applicable to charter schools
pursuant to Part 6A of Article 16 of Chapter 115C of the General Statutes, except as follows:

1) The maximum student enrollment in any participating school shall be no
greater than 1,500 in its first year of operation and may increase by twenty
percent (20%) for each participating school up to a maximum student
enrollment of 2,592 in the fourth year of the pilot. The State Board of
Education may waive this maximum student enrollment threshold, beginning
in the fourth year of the school's operation, if the State Board determines that
doing so would be in the best interest of North Carolina students.

(2)  The maximum overall ratio of teachers to students for kindergarten through
eighth grade shall be 1:50, and for ninth through twelfth grade shall be
1:150.

3) A student who regularly fails to participate in courses may be withdrawn
from enrollment pursuant to procedures adopted by the virtual charter
school. The procedures adopted by the virtual charter school shall ensure
that (i) fair notice is provided to the parent and student and (ii) an
opportunity is provided, prior to withdrawal of the student by the school, for
the student and parent to demonstrate that failure to participate in courses is
due to a lawful absence recognized under Part | of Article 26 of Chapter
115C of the General Statutes and any applicable rules adopted by the State
Board of Education.

SECTION 8.35.(c) In addition to the operating requirements applicable to a virtual
charter school participating in the pilot program pursuant to Part 6A of Article 16 of Chapter
115C of the General Statutes, the following requirements shall apply to a participating virtual
charter school:

1) The school shall maintain an administrative office within North Carolina. In
addition, the school shall maintain at least one testing center or meeting
place within each of the eight State Board of Education districts where the
participating students reside, to allow educators and administrators from the
school to meet students and parents.

2) If the school contracts with a third party for the provision of administrative
staff, such staff fulfilling the equivalent positions of superintendent,
principal, or business officer shall be residents of North Carolina.

3) All teaching staff shall carry the appropriate State certification to instruct
any course and shall receive professional development in virtual instruction
pursuant to the school's application to the State Board of Education to
participate in the pilot program within 30 days of the employee's date of hire.
At least ninety percent (90%) of the teaching staff shall reside within North
Carolina.

(4)  The school shall have a withdrawal rate below twenty-five percent (25%). A
student enrolled in a school with the intent expressed prior to enrollment of
only being enrolled for a finite period of time within the school year shall
not be counted in the measured withdrawal rate. The school shall keep a
written record of a student's stated intent for finite enrollment. A count of

Senate Bill 744-Ratified Session Law 2014-100 Page 43



school attendance shall be taken at least once during each semester for
funding purposes.

5) The school shall ensure that each student is assigned a learning coach. The

learning coach shall provide (i) daily support and supervision of students, (ii)
ensure student participation in online lessons, and (iii) coordinate teacher-led
instructional sessions and State assessments.

SECTION 8.35.(d) Notwithstanding G.S. 115C-238.29B and G.S. 115C-238.29D,
a participating virtual charter school that is successful in meeting the requirements of this
section and the applicable requirements of Part 6A of Article 16 of Chapter 115C of the
General Statutes during the period of the pilot program shall be eligible to be approved by the
State Board of Education, at its discretion, without additional application requirements.

SECTION 8.35.(e) The State Board of Education shall provide State funding to a
virtual charter school participating in the pilot program as provided in G.S. 115C-238.29H(a)
and G.S. 115C-238.29H(al). The amount allocated pursuant to G.S. 115C-238.29H(a)(1) shall
not, however, include the allocation for low-wealth counties supplemental funding and the
allocation for small county supplemental funding. Virtual charter schools participating in the
pilot program shall also be subject to the requirements in G.S. 115C-238.29H(b) through
G.S. 115C-238.29H(d). The amount of local funds provided to participating schools pursuant to
G.S. 115C-238.29H(b) shall be the lesser of seven hundred ninety dollars ($790.00) per pupil
or the amount computed in accordance with G.S. 115C-238.29H(b).

SECTION 8.35.(f) A participating virtual charter school that does not comply with
the provisions of this section may result in deferment or termination of enrollment expansion,
or termination of a pilot. Schools are subject to presentation of data to the State Board of
Education at the call of the Chair of the State Board with a minimum of 21 days' notice.

SECTION 8.35.(g) The State Board shall report on the initial implementation of
the pilot program to the Joint Legislative Education Oversight Committee by November 15,
2016, and on findings from three years of operation of the pilot program by November 15,
2018. At a minimum, the report shall include the following:

(1)  The number of students who have enrolled in courses offered by the schools.

2 The number and type of courses offered by the schools.

3) The withdrawal rate of students after enrollment.

4) Student performance and accountability data.

(5) Information on the implementation, administration, and funding for the pilot

program.

(6) Recommendations on the modification, continuation, and potential

expansion of the program.

CLARIFY REGIONAL SCHOOL CIHS APPLICATIONS
SECTION 8.36.(a) G.S. 115C-238.50A(1a) reads as rewritten:
"(1a) Cooperative innovative high school. — A high school approved by the State
Board of Education and the applicable governing Board that meets the
following criteria:

a. It has no more than 100 students per grade level._This criterion shall
not apply to a regional school as defined in G.S. 115C-238.61.
b. It partners with an institution of higher education to enable students

to concurrently obtain a high school diploma and begin or complete
an associate degree program, master a certificate or vocational
program, or earn up to two years of college credit within five years.

C. It is located on the campus of the partner institution of higher
education, unless the governing Board or the local board of trustees
for a private North Carolina college specifically waives the
requirement through adoption of a formal resolution._This criterion
shall not apply to a regional school established as provided in Part 10
of this Article.”

SECTION 8.36.(b) Notwithstanding the requirements of Part 9 of Article 16 of
Chapter 115C of the General Statutes, for the 2014-2015 school year, the Northeast Regional
School of Biotechnology and Agriscience shall be designated as a cooperative innovative high
school. To maintain the designation as a cooperative innovative high school beyond the
2014-2015 school year, the board of directors of the Northeast Regional School of
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Biotechnology and Agriscience shall apply with a local board of trustees for approval as a
cooperative innovative high school program as provided under Part 9 of Article 16 of Chapter
115C of the General Statutes.

LEASE PURCHASE OR INSTALLMENT PURCHASE CONTRACTS TO PURCHASE

ATHLETIC LIGHTING

SECTION 8.38. G.S. 115C-528(a) reads as rewritten:

"(a) Local boards of education may purchase or finance the purchase of automobiles;
school buses; mobile classroom units; food service equipment, photocopiers; athletic lighting;
and computers, computer hardware, computer software, and related support services by lease
purchase contracts and installment purchase contracts as provided in this section. Computers,
computer hardware, computer software, and related support services purchased under this
section shall meet the technical standards specified in the North Carolina Instructional
Technology Plan as developed and approved under G.S. 115C-102.6A and G.S. 115C-102.6B."

EDUCATION OF CHILDREN IN PRIVATE PSYCHIATRIC RESIDENTIAL

TREATMENT FACILITIES

SECTION 8.39.(a) G.S. 108A-80 reads as rewritten:
"8 108A-80. Confidentiality of records.

@) Except as provided in subsections (b) belew;and (bl) of this section, it shall be
unlawful for any person to obtain, disclose or use, or to authorize, permit, or acquiesce in the
use of any list of names or other information concerning persons applying for or receiving
public assistance or social services that may be directly or indirectly derived from the records,
files or communications of the Department or the county boards of social services, or county
departments of social services or acquired in the course of performing official duties except for
the purposes directly connected with the administration of the programs of public assistance
and social services in accordance with federal law, rules and regulations, and the rules of the
Social Services Commission or the Department.

(b) The Department shall furnish a copy of the recipient check register monthly to each
county auditor showing a complete list of all recipients of Work First Family Assistance in
Standard Program Counties and State-County Special Assistance, their addresses, and the
amounts of the monthly grants. An Electing County whose checks are not being issued by the
State shall furnish a copy of the recipient check register monthly to its county auditor showing
a complete list of all recipients of Work First Family Assistance in the Electing County, their
addresses, and the amounts of the monthly payments. These registers shall be public records
open to public inspection during the regular office hours of the county auditor, but the registers
or the information contained therein may not be used for any commercial or political purpose.
Any violation of this section shall constitute a Class 1 misdemeanor.

(bl) The Department may share confidential information concerning a person receiving
public assistance or social services with a local school administrative unit and with the
Department of Public Instruction. Disclosure is limited to that information necessary to
establish, coordinate, or maintain appropriate educational services for the person receiving
public assistance or social services.

(©) Any listing of recipients of benefits under any public assistance or social services
program compiled by or used for official purposes by a county board of social services or a
county department of social services shall not be used as a mailing list for political purposes.
This prohibition shall apply to any list of recipients of benefits of any federal, State, county or
mixed public assistance or social services program. Further, this prohibition shall apply to the
use of such listing by any person, organization, corporation, or business, including but not
limited to public officers or employees of federal, State, county, or other local governments, as
a mailing list for political purposes. Any violation of this section shall be punishable as a Class
1 misdemeanor.

(d) The Social Services Commission may adopt rules governing access to case files for
social services and public assistance programs, except the Medical Assistance Program. The
Secretary of the Department of Health and Human Services shall have the authority to adopt
rules governing access to medical assistance case files."”

SECTION 8.39.(b) G.S. 115C-12 is amended by adding a new subdivision to read:
"(44) Duty to Ensure Educational Services in Private Psychiatric Residential
Treatment Facilities (PRTFs). — The Board, in collaboration with the
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Department of Health and Human Services, shall ensure that educational
services are provided to all students in PRTFs as required under Part 4 of
Avrticle 6 of Chapter 122C of the General Statutes. The Board shall ensure
that a child with a disability as defined under G.S. 115C-106.3(1) in a PRTF
receives educational services and procedural safeguards as provided in
Avrticle 9 of this Chapter."
SECTION 8.39.(c) G.S. 122C-23.1 reads as rewritten:
"§ 122C-23.1. Licensure of residential treatment facilities.

(a) The General Assembly finds:

1) That much of the care for residential treatment facility residents is paid by
the State and the counties;

2 That the cost to the State for care for residents of residential treatment
facilities is substantial, and high vacancy rates in residential treatment
facilities further increase the cost of care;

3) That the proliferation of residential treatment facilities results in costly
duplication and underuse of facilities and may result in lower quality
service;

(4)  There is currently no ongoing relationship between some applicants for
licensure and local management entities (LMES) that are responsible for the
placement of children and adults in residential treatment facilities; and

(5) That it is necessary to protect the general welfare and lives, health, and
property of the people of the State for the local management entity (LME) to
verify that additional beds are needed in the LME's catchment area before
new residential treatment facilities are licensed. This process is established
to ensure that unnecessary costs to the State do not result, residential
treatment facility beds are available where needed, and that individuals who
need care in residential treatment facilities may have access to quality care.

Based on these findings, the Department of Health and Human Services may license new
residential treatment facilities if the applicant for licensure submits with the application a letter
of support obtained from the local management entity in whose catchment area the facility will
be located. The letter of support shall be submitted to the Department of Health and Human
Services, Division of Health Service Regulation and Division of Mental Health, Developmental
Disabilities, and Substance Abuse Services, and shall specify the number of existing beds in the
same type of facility in the catchment area and the projected need for additional beds of the
same type of facility.

(b)  All private psychiatric residential treatment facilities (PRTFs), as defined in
G.S. 122C-450(a)(3), that serve children eligible to attend the public schools in accordance
with G.S. 115C-366, including a student who has been suspended or expelled but otherwise
meets the requirements of that statute, shall have a facility-based school as a condition of
licensure. Subject to the time limits of subsection (c) of this section, the school shall meet all
the requirements of a qualified nonpublic school under Article 39 of Chapter 115C of the
General Statutes and of a Nonpublic Exceptional Children's Program as defined in
G.S. 122C-450(a)(2). The requirements of this subsection and subsection (c) of this section do
not apply to PRTFs that are approved charter schools pursuant to Part 6A of Article 16 of
Chapter 115C of the General Statutes.

(©) The Department of Health and Human Services may issue an initial license to a
PRTF that meets all licensure requirements except for the approval of the facility-based school
as a Nonpublic Exceptional Children's Program by the Department of Public Instruction. This
initial license is valid for a period of six months, during which time the PRTF shall obtain
approval of its facility-based school as a Nonpublic Exceptional Children's Program by the
Department of Public Instruction. If such approval is not obtained before the expiration of the
initial license, the Department of Health and Human Services shall review the PRTF's license
for appropriate action. If the PRTF obtains approval as a Nonpublic Exceptional Children's
Program, the Department of Health and Human Services may issue a license for the remainder
of the calendar year, and the facility is eligible for annual renewal thereafter.

(d) At any time upon receipt of a written notice from the Department of Public
Instruction that a PRTF has not provided or is not providing educational services, or is not
reasonably cooperating with the Department of Public Instruction to ensure those services are
provided and that compliance with State and federal law is assured, the Department of Health
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and Human Services shall review the PRTF's license for appropriate action. The Department of
Health and Human Services may issue sanctions including (i) requiring a refund of all State
funds disbursed for the provision of educational services for the current fiscal year, (ii) barring
future funding for the provision of educational services for the current or following vear, or (iii)
suspending or revoking the PRTF's license.

(e)  As used in this subseetion;section, "residential treatment facility" means a
"residential facility" as defined in and licensed under this Chapter, but not subject to Certificate
of Need requirements under Article 9 of Chapter 131E of the General Statutes."

SECTION 8.39.(d) G.S. 122C-55 is amended by adding a new subsection to read:

"(g2) Whenever there is reason to believe that the client is eligible for educational
services through a governmental agency, a facility shall disclose client identifying information
to the Department of Public Instruction. Disclosure is limited to that information necessary to
establish, coordinate, or maintain educational services. The Department of Public Instruction
may further disclose client identifying information to a local school administrative unit as
necessary."

SECTION 8.39.(e) Article 6 of Chapter 122C of the General Statutes is amended

by adding a new Part to read:
"Part 4. Educational Services in Private Psychiatric Residential Treatment Facilities.
"8 122C-450. Definitions.

(a) The following definitions apply in this Part:

(1)  "Educational services" means appropriate education-related assessment and
instruction provided to any child residing in a private psychiatric residential
treatment facility, including special education and related services to a child
with a disability as defined in G.S. 115C-106.3(1). An education-related
assessment includes the determination of need for special education and
related services.

(2)  "Nonpublic Exceptional Children's Program™ means a facility-based school
that meets all of the following criteria:

a. Provides at least one teacher for every 14 students. The PRTF shall
report_exceptions to this requirement to (i) the Division of Mental
Health, Developmental Disabilities, and Substance Abuse Services
(MH/DD/SAS) to request additional funding for educational services
as_provided under G.S. 122C-450.1(d) to the extent that funds are
available and, if funds are not available, (ii) the Department of Public
Instruction to request a waiver from this requirement.

Provides at least one teacher with a North Carolina Professional
Educator license in special education, if there is a child with a
disability as defined in G.S. 115C-106.3(1) residing in the PRTF.
Reqisters with the Department of Administration, Division of
Nonpublic Schools, under Article 39 of Chapter 115C of the General
Statutes.

Has been approved by the Department of Public Instruction to
provide educational services as promulgated by the rules adopted by
the State Board of Education pursuant to the Administrative
Procedures Act.

(3)  "Private psychiatric residential treatment facility” (PRTF) means a facility,
other than a hospital, that provides psychiatric and other behavioral health
services as described in Subpart D of C.F.R. Part 441 of Chapter 42 to
individuals under age 21 in an inpatient setting licensed by the Department
of Health and Human Services as provided under Chapter 122C of the
General Statutes. A PRTF does not include a State-operated facility.

"§ 122C-450.1. Eligibility and allocations.

(a) A child who is receiving psychiatric and other behavioral health services in a PRTF
shall also receive educational services in accordance with federal and State law, if the child is
eligible to enroll in public schools as provided in G.S. 115C-366, including a student who has
been suspended or expelled but otherwise meets the requirements of that statute. For a child
with a disability, as defined in G.S. 115C-106.3(1), who has been placed in a PRTF, all
educational services shall meet applicable standards as required under Article 9 of Chapter
115C of the General Statutes.
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(b) A PRTEF shall be qualified to receive a funding allocation, to the extent that funds
are available from the Department of Health and Human Services, to provide educational
services if the following conditions are met:

(1) The PRTF is licensed by the Department of Health and Human Services
pursuant to Chapter 122C of the General Statutes and has a facility-based
school approved by the Department of Public Instruction as a Nonpublic
Exceptional Children's Program.

(2) The PRTF documents deviations from educational and other programmatic
requirements when it is medically necessary for a resident in _accordance
with G.S. 122C-62(e).

(c) A PRTF that meets the qualification standards required in subsection (b) of this
section may enter into an educational services contract, to the extent that funds are available,
with a local school administrative unit to assist in the delivery of educational services to the
children in the PRTF. The contract shall clearly define the education-related assessment,
instruction, and legal responsibilities of both parties engaging in the educational services
contract. A PRTF entering into _an educational services contract with a local school
administrative _unit shall submit the educational services contract to both the Department of
Public Instruction and the Department of Health and Human Services for inclusion in any
required reports to the General Assembly regarding the provision of educational services to
children in PRTFs.

(d)  To the extent that funds are available in the Department of Public Instruction for the
delivery of educational services in PRTFs as provided in this Part, those funds shall be
transferred to the Department of Health and Human Services, Division of Mental Health,
Developmental Disabilities, and Substance Abuse Services (DMH/DD/SAS). The funds
transferred for the purchase of educational services within the PRTF shall not be allocated to
LME/MCOs but shall be held in reserve at the DMH/DD/SAS. The DMH/DD/SAS shall use
the reserve funds to pay for educational services authorized by the Department of Public
Instruction and billed by the PRTFs in a process established by the DMH/DD/SAS. The funds
transferred to the DMH/DD/SAS pursuant to this section shall be allocated to the PRTFs for
educational services in a manner determined by the Department of Health and Human Services
and the Department of Public Instruction in _a Memorandum of Understanding or a
Memorandum of Agreement. The Department of Health and Human Services shall disburse for
these purposes only those funds transferred from the Department of Public Instruction.

(e) The Department of Health and Human Services shall cease disbursement of
educational funding to a PRTF upon receipt of a written notice from the Department of Public
Instruction that educational services have not been provided. Educational funding disbursement
shall be reinstated by the Department of Health and Human Services upon written notice from
the Department of Public Instruction that the PRTF is providing educational services.

(f) A PRTF that receives educational funding shall comply with all audit and
accounting policies applicable to other public and private entities receiving public funding.

"§ 122C-450.2. Information sharing.

(@  Within three business days of admitting a child into a PRTF, the admitting PRTF
shall notify (i) the Department of Public Instruction and (ii) the local school administrative unit
in which the child was last enrolled, if known. The PRTF shall request a copy of the child's
most current Individualized Education Program and any other available documents related to
the provision of appropriate educational services from the local school administrative unit. To
the extent practicable, the local school administrative unit shall provide this information within
three business days of receiving a request made pursuant to this subsection. Upon withdrawal
or discharge of a child, the PRTF shall notify the Department of Public Instruction within three
business days of such withdrawal or discharge.

(b)  The PRTF and the receiving local school administrative unit shall work together to
develop a transition plan, including a revised Individualized Education Program, if necessary,
to be implemented upon discharge of the child residing in a PRTF.

"§ 122C-450.3. Technical assistance and monitoring.

The State Board of Education and the Department of Public Instruction shall (i) offer
training to PRTFs on compliance with special education laws and regulations, (ii) maintain a
current list of names of children residing in PRTFs along with the name and contact
information of the PRTF in which each child resides, and (iii) develop and implement rules to
monitor the delivery of educational services in PRTFs, including a process to inform the
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Department of Health and Human Services when services are not being provided. The
Department of Health and Human Services shall appropriately enforce applicable licensing
requirements as provided under G.S. 122C-23.1.

"§ 122C-450.4. Reporting requirement.

The Department of Health and Human Services and the Department of Public Instruction,
in collaboration with other interested agencies, shall submit, by January 15 of each year, a joint
report to the Joint Legislative Education Oversight Committee and to the Joint Legislative
Oversight Committee on Health and Human Services on the delivery of educational services in
PRTFs, including (i) the annual number of children by age residing in a PRTF both with and
without an Individualized Education Program, (ii) the average length of stay of these children,
(iii) the types of educational services, including number of hours each type of service has been
provided, (iv) the costs and outcomes of providing educational services, and (V)
recommendations for improving the efficiency and effectiveness of delivering educational
services to children residing in PRTFs."

SECTION 8.39.(f) As of the effective date of this act, PRTFs that are licensed to
serve children eligible to enroll in public schools as provided in G.S. 115C-366, including a
student who has been suspended or expelled but otherwise meets the requirements of that
statute, shall have six months after their next annual renewal to obtain approval of their
facility-based school by the Department of Public Instruction as a Nonpublic Exceptional
Children's Program. If such approval is not obtained before the expiration of the additional six
months, the Department of Health and Human Services shall review the PRTF's license for
appropriate action. This subsection does not apply to PRTFs that are approved charter schools
pursuant to Part 6A of Article 16 of Chapter 115C of the General Statutes.

SECTION 8.39.(g) The State Board of Education shall adopt emergency rules
pursuant to G.S.150B-21.1A to monitor the delivery of educational services in PRTFs,
including a process to inform the Department of Health and Human Services when services are
not being provided.

SECTION 8.39.(h) The Department of Health and Human Services and the
Department of Public Instruction, in collaboration with other interested agencies, shall submit
its initial joint report, as required by G.S. 122C-450.4, to the Joint Legislative Education
Oversight Committee and to the Joint Legislative Oversight Committee on Health and Human
Services by January 15, 2015.

SECTION 8.39.(i) In accordance with G.S. 122C-450.1(d), as enacted by this act,
the Department of Public Instruction shall transfer the funds provided for in this act for the
purchase of educational services within PRTFs pursuant to this section to the Department of
Health and Human Services, Division of Mental Health, Developmental Disabilities, and
Substance Abuse Services (DMH/DD/SAS).

SECTION 8.39.(J) The Department of Public Instruction shall process all
applications submitted by PRTFs on or before September 1, 2014, for approval as a Nonpublic
Exceptional Children's Program no later than December 1, 2014.

ALLOW CONTINUED TRANSFER OF FUNDS FROM SPECIAL EDUCATION TAX

CREDITS

SECTION 8.40. Section 6(b) of S.L. 2013-364 reads as rewritten:

"SECTION 6.(b) The State Controller shall transfer the fund balance from the Fund for
Special Education and Related Services to Nontax Budget Code 19978 (Intrastate Transfers) or
the appropriate budget code as determined by the State Controller to support General Fund

tati i -appropriations.”

DIFFERENTIATED PAY FOR HIGHLY EFFECTIVE TEACHERS

SECTION 8.41.(a) Intent. — It is the intent of the General Assembly to provide
local boards of education additional State funds for local programs to provide differentiated pay
for highly effective classroom teachers through funds appropriated from the North Carolina
Education Endowment Fund as provided in Section 8.11(i) of this act.

SECTION 8.41.(b) Proposals. — Local boards of education shall submit proposals
to establish a local program to provide differentiated pay for highly effective classroom
teachers to the Senate Appropriations/Base Budget Committee, the House Committee on
Appropriations, and the Joint Legislative Education Oversight Committee by January 15, 2015.
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1) Proposals may include any of the following types of differentiated pay for
classroom teachers:

a. Performance-based salary increases for classroom teachers rated
highly effective on the North Carolina Teacher Evaluation instrument
based on successful performance relative to classroom instruction
and student academic growth.

b. Differentiated bonuses for classroom teachers, including:

1. Hard-to-staff subject areas, such as science, technology,
engineering, and mathematics (STEM) education and
exceptional children.

2. Hard-to-staff schools.

3. Assignment of additional academic responsibilities and
leadership roles.

4. Assignment as an instructional coach.

2) Proposals shall limit eligibility for differentiated pay to the following

employees of local boards of education:

a. Classroom teachers. — An eligible classroom teacher is a teacher who
is employed as a teacher who spends at least seventy percent (70%)
of his or her work time in classroom instruction and is not employed
as instructional support personnel.

b. Instructional coach, as classified by the Department of Public
Instruction, in a Title I school, as identified under Part A of Title | of
the Elementary and Secondary Education Act of 1965, as amended.

PART IX. COMPENSATION OF PUBLIC SCHOOL EMPLOYEES

TEACHER SALARY SCHEDULE
SECTION 9.1.(a) The following monthly teacher salary schedule shall apply for
the 2014-2015 fiscal year to licensed personnel of the public schools who are classified as
teachers. The schedule contains steps with each step corresponding to one year of teaching
experience.
2014-2015 Teacher Monthly Salary Schedule

Years of Experience "A" Teachers
0-4 $3,300
5-9 3,650
10-14 4,000
15-19 4,350
20-24 4,650
25+ 5,000

SECTION 9.1.(b) Salary Supplements for Teachers Paid on This Salary
Schedule. —

1) Licensed teachers who have NBPTS certification shall receive a salary
supplement each month of twelve percent (12%) of their monthly salary on
the "A" salary schedule.

2) Licensed teachers who are classified as "M" teachers shall receive a salary
supplement each month of ten percent (10%) of their monthly salary on the
"A" salary schedule.

3) Licensed teachers with licensure based on academic preparation at the
six-year degree level shall receive a salary supplement of one hundred
twenty-six dollars ($126.00) per month in addition to the supplement
provided to them as "M" teachers.

4) Licensed teachers with licensure based on academic preparation at the
doctoral degree level shall receive a salary supplement of two hundred
fifty-three dollars ($253.00) per month in addition to the supplement
provided to them as "M" teachers.

(5) Certified school nurses shall receive a salary supplement each month of ten
percent (10%) of their monthly salary on the "A" salary schedule.

SECTION 9.1.(c) The first step of the salary schedule for (i) school psychologists,

(i) school speech pathologists who are licensed as speech pathologists at the master's degree
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level or higher, and (iii) school audiologists who are licensed as audiologists at the master's
degree level or higher shall be equivalent to Step 5 of the "A" salary schedule. These
employees shall receive a salary supplement each month of ten percent (10%) of their monthly
salary and are eligible to receive salary supplements equivalent to those of teachers for
academic preparation at the six-year degree level or the doctoral degree level.

SECTION 9.1.(d) In lieu of providing annual longevity payments to teachers paid
on this salary schedule for the 2014-2015 fiscal year and subsequent fiscal years, the amounts
of those longevity payments are built into this salary schedule.

SECTION 9.1.(e) A teacher compensated in accordance with this salary schedule
shall receive an amount equal to the greater of (i) the applicable amount on the salary schedule
or (it) the sum of the teacher's salary plus the annual longevity payment that was effective for
the 2013-2014 school year.

In addition, educators receiving compensation equal to the sum of the teacher's
salary plus the annual longevity payment that was effective for the 2013-2014 school year shall
receive an annual bonus of one thousand dollars ($1,000), payable monthly.

SECTION 9.1.(f) Teachers who earned longevity during the 2013-2014 fiscal year
shall be paid a prorated longevity amount for annual longevity earned prior to July 1, 2014. If
the funds appropriated for the 2014-2015 fiscal year to the Accrued Longevity Reserve —
Educators are insufficient, the Department of Public Instruction shall use other funds within the
State Public School Fund for these purposes.

SECTION 9.1.(g) As used in this section, the term "teacher” shall also include
instructional support personnel.

SECTION 9.1.(h) Section 35.11 of S.L. 2013-360 is repealed.

SCHOOL-BASED ADMINISTRATOR SALARY SCHEDULE

SECTION 9.11.(a) The following base salary schedule for school-based
administrators shall apply only to principals and assistant principals. This base salary schedule
shall apply for the 2014-2015 fiscal year commencing July 1, 2014.

2014-2015 Principal and Assistant Principal Salary Schedules
Classification

Years of Exp Assistant Prin | Prin 11 Prin 111 Prin IV
Principal (0-10) (11-21) (22-32) (33-43)
0-9 $3,828 - - - -
10 $3,977 - - - -
11 $4,123 - - - -
12 $4,240 - - - -
13 $4,323 $4,323 - - -
14 $4,377 $4,377 - - -
15 $4,434 $4,434 $4,489 - -
16 $4,489 $4,489 $4,547 - -
17 $4,547 $4,547 $4,606 $4,665 -
18 $4,606 $4,606 $4,665 $4,726 $4,788
19 $4,665 $4,665 $4,726 $4,788 $4,851
20 $4,726 $4,726 $4,788 $4,851 $4,918
21 $4,788 $4,788 $4,851 $4,918 $4,983
22 $4,851 $4,851 $4,918 $4,983 $5,050
23 $4,918 $4,918 $4,983 $5,050 $5,119
24 $4,983 $4,983 $5,050 $5,119 $5,188
25 $5,050 $5,050 $5,119 $5,188 $5,263
26 $5,119 $5,119 $5,188 $5,263 $5,335
27 $5,188 $5,188 $5,263 $5,335 $5,409
28 $5,263 $5,263 $5,335 $5,409 $5,483
29 $5,335 $5,335 $5,409 $5,483 $5,561
30 $5,409 $5,409 $5,483 $5,561 $5,641
31 $5,483 $5,483 $5,561 $5,641 $5,722
32 $5,561 $5,561 $5,641 $5,722 $5,794
33 $5,641 $5,641 $5,722 $5,794 $5,909
34 $5,722 $5,722 $5,794 $5,909 $6,027
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35 $5,794 $5,794 $5,909 $6,027 $6,148

36 $5,909 $5,909 $6,027 $6,148 $6,271
37 - $6,027 $6,148 $6,271 $6,396
38 - - $6,271 $6,396 $6,524
39 - - $6,396 $6,524 $6,654
40 - - - $6,654 $6,787
41 - - - $6,787 $6,923
42 - - - - $7,061

2014-2015 Principal and Assistant Principal Salary Schedules
Classification

Years of Exp Prin V Prin VI Prin VI Prin VIII
(44-54) (55-65) (66-100) (101+)
0-19 $4,918 - - -
20 $4,983 - - -
21 $5,050 $5,119 - -
22 $5,119 $5,188 $5,335 -
23 $5,188 $5,263 $5,409 $5,483
24 $5,263 $5,335 $5,483 $5,561
25 $5,335 $5,409 $5,561 $5,641
26 $5,409 $5,483 $5,641 $5,722
27 $5,483 $5,561 $5,722 $5,794
28 $5,561 $5,641 $5,794 $5,909
29 $5,641 $5,722 $5,909 $6,027
30 $5,722 $5,794 $6,027 $6,148
31 $5,794 $5,909 $6,148 $6,271
32 $5,909 $6,027 $6,271 $6,396
33 $6,027 $6,148 $6,396 $6,524
34 $6,148 $6,271 $6,524 $6,654
35 $6,271 $6,396 $6,654 $6,787
36 $6,396 $6,524 $6,787 $6,923
37 $6,524 $6,654 $6,923 $7,061
38 $6,654 $6,787 $7,061 $7,202
39 $6,787 $6,923 $7,202 $7,346
40 $6,923 $7,061 $7,346 $7,493
41 $7,061 $7,202 $7,493 $7,643
42 $7,202 $7,346 $7,643 $7,796
43 $7,346 $7,493 $7,796 $7,952
44 - $7,643 $7,952 $8,111
45 - $7,796 $8,111 $8,273
46+ $8,273 $8,438

SECTION 9.11.(b) The appropriate classification for placement of principals and
assistant principals on the salary schedule, except for principals in alternative schools and in
cooperative innovative high schools, shall be determined in accordance with the following
schedule:

Classification Number of Teachers Supervised
Assistant Principal

Principal | Fewer than 11 Teachers

Principal 11 11-21 Teachers

Principal 111 22-32 Teachers

Principal IV 33-43 Teachers

Principal V 44-54 Teachers

Principal VI 55-65 Teachers

Principal VI 66-100 Teachers

Principal V1II More than 100 Teachers

The number of teachers supervised includes teachers and assistant principals paid
from State funds only; it does not include teachers or assistant principals paid from non-State
funds or the principal or teacher assistants.
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The beginning classification for principals in alternative schools and in cooperative
innovative high school programs shall be the Principal 111 level. Principals in alternative
schools who supervise 33 or more teachers shall be classified according to the number of
teachers supervised.

SECTION 9.11.(c) A principal shall be placed on the step on the salary schedule
that reflects total number of years of experience as a certified employee of the public schools
and an additional step for every three years of experience serving as a principal on or before
June 30, 2009. A principal or assistant principal shall also continue to receive any additional
State-funded percentage increases earned for the 1997-1998, 1998-1999, and 1999-2000 school
years for improvement in student performance or maintaining a safe and orderly school.

SECTION 9.11.(d) Principals and assistant principals with certification based on
academic preparation at the six-year degree level shall be paid a salary supplement of one
hundred twenty-six dollars ($126.00) per month and at the doctoral degree level shall be paid a
salary supplement of two hundred fifty-three dollars ($253.00) per month.

SECTION 9.11.(e) Longevity pay for principals and assistant principals shall be as
provided for State employees under the North Carolina Human Resources Act.

SECTION 9.11.(f) If a principal is reassigned to a higher job classification because
the principal is transferred to a school within a local school administrative unit with a larger
number of State-allotted teachers, the principal shall be placed on the salary schedule as if the
principal had served the principal’s entire career as a principal at the higher job classification.

If a principal is reassigned to a lower job classification because the principal is
transferred to a school within a local school administrative unit with a smaller number of
State-allotted teachers, the principal shall be placed on the salary schedule as if the principal
had served the principal's entire career as a principal at the lower job classification.

This subsection applies to all transfers on or after the effective date of this section,
except transfers in school systems that have been created, or will be created, by merging two or
more school systems. Transfers in these merged systems are exempt from the provisions of this
subsection for one calendar year following the date of the merger.

SECTION 9.11.(g) Participants in an approved full-time master's in-school
administration program shall receive up to a 10-month stipend at the beginning salary of an
assistant principal during the internship period of the master's program. The stipend shall not
exceed the difference between the beginning salary of an assistant principal plus the cost of
tuition, fees, and books and any fellowship funds received by the intern as a full-time student,
including awards of the Principal Fellows Program. The Principal Fellows Program or the
school of education where the intern participates in a full-time master's in-school administration
program shall supply the Department of Public Instruction with certification of eligible
full-time interns.

SECTION 9.11.(h) During the 2013-2015 fiscal biennium, the placement on the
salary schedule of an administrator with a one-year provisional assistant principal's certificate
shall be at the entry-level salary for an assistant principal or the appropriate step on the teacher
salary schedule, whichever is higher.

SECTION 9.11.(i) Effective July 1, 2014, any person paid on the State Salary
Schedule in the 2013-2014 school year and employed on July 1, 2014, who does not receive a
salary increase on this salary schedule shall receive a nonrecurring salary bonus of eight
hundred nine dollars ($809.00).

CENTRAL OFFICE SALARIES
SECTION 9.12. Section 35.13 of S.L. 2013-360 reads as rewritten:

"SECTION 35.13.(a) The monthly salary ranges that follow, which apply to assistant
superintendents, assomate supermtendents dlrectors/coordlnators supervisors, and finance
officers, shall rem -be
increased by five hundred dollars ($500 00) annuallv as foIIows

School Administrator | $3.349%$3,391 $6.281$6,323
School Administrator 11 $3.550$3,592 $6,662%$6,704
School Administrator 111 $3,769%3,811 $7.068%7,110
School Administrator 1V $3.920$3,962 $7-349%$7,391
School Administrator VV $4.078%$4,120 $7.647%7,689
School Administrator VI $4.326$4,368 $8:109%$8,151
School Administrator VII $4.500%$4,542 $8.436%$8,478
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The local board of education shall determine the appropriate category and placement for
each assistant superintendent, associate superintendent, director/coordinator, supervisor, or
finance officer within the salary ranges and within funds appropriated by the General Assembly
for central office administrators and superintendents. The category in which an employee is
placed shall be included in the contract of any employee.

"SECTION 35.13.(b) The monthly salary ranges that follow, which apply to public school
superintendents, shall mmam—unehanged#eﬁhe%@&%%@%%e&l—menmamrbeg%w%
2013:be increased beginning July 1, 2014, as follows:

Superintendent | $4.77734,819 $8,949$8,991
Superintendent |1 $5.0713%5,113 $9.490%$9,532
Superintendent 11 $5,380$5,422 $10.067$10,109
Superintendent 1V $5,710$5,752 $10,679$10,721
Superintendent V $6,060$6,102 $11,330$11,372

The local board of education shall determine the appropriate category and placement for the
superintendent based on the average daily membership of the local school administrative unit
and within funds appropriated by the General Assembly for central office administrators and
superintendents.

"SECTION 35.13.(c) Longevity pay for superintendents, assistant superintendents,
associate superintendents, directors/coordinators, supervisors, and finance officers shall be as
provided for State employees under the State Personnel Act.

"SECTION 35.13.(d) Superintendents, assistant superintendents, associate superintendents,
directors/coordinators, supervisors, and finance officers with certification based on academic
preparation at the six-year degree level shall receive a salary supplement of one hundred
twenty-six dollars ($126.00) per month in addition to the compensation provided pursuant to
this section. Superintendents, assistant superintendents, associate superintendents,
directors/coordinators, supervisors, and finance officers with certification based on academic
preparation at the doctoral degree level shall receive a salary supplement of two hundred
fifty-three dollars ($253.00) per month in addition to the compensation provided for under this
section.

"SECTION 35.13.(e) The State Board of Education shall not permit local school
administrative units to transfer State funds from other funding categories for salaries for public
school central office administrators.

"SECTION 35.13.(f) The annual salaries of all permanent, full-time personnel paid from
the Central Office Allotment shall remain—unchanged—forthe2013-2015 fiscal-biennium-be
increased by five hundred dollars ($500.00)."

NONCERTIFIED PERSONNEL SALARIES
SECTION 9.13. Section 35.14 of S.L. 2013-360 reads as rewritten:
"SECTION 35.14. The annual salary for permanent, full-time ard-part-time-noncertified
public school employees whose salaries are supported from the State's General Fund shall be
-increased by five hundred dollars
($500.00). Part-time, noncertified public school employees shall receive the increase authorized
by this section on a prorated and equitable basis."

PART X. COMMUNITY COLLEGES

PROCESS FOR PERIODICALLY REVISING ENROLLMENT TIERS

SECTION 10.2. The State Board of Community Colleges shall develop a process
for periodically reviewing and revising how courses and programs are classified into tiers in the
enrollment funding model. The process shall be developed by March 1, 2015, and reported to
the Office of State Budget and Management and the Fiscal Research Division of the North
Carolina General Assembly.

The State Board of Community Colleges shall identify those courses and programs
in high-need areas and may suggest any revisions to the model. These revisions shall be
submitted as part of their budget requests for the 2017-2019 fiscal biennium.

REVENUES/EXPENDITURES/FEES COLLECTED AND ASSESSED BY THE
MANUFACTURING SOLUTIONS CENTER AND THE TEXTILE TECHNOLOGY
CENTER

Page 54 Session Law 2014-100 Senate Bill 744-Ratified



SECTION 10.3. The State Board of Community Colleges shall report, no later than
January 15, 2015, to the Joint Legislative Education Oversight Committee, the Fiscal Research
Division, and the Office of State Budget and Management a summary of the revenues and
expenditures for the Manufacturing Solutions Center at Catawba Valley Community College
and for the Textile Technology Center at Gaston College during the 2012-2013 and 2013-2014
fiscal years. The report shall include information on the structure of the fees assessed and the
total fees collected by each Center.

JLEOC STUDY ON VOCATIONAL TRAINING FOR INDIVIDUALS WITH
INTELLECTUAL DISABILITIES
SECTION 10.4.(a) The Joint Legislative Education Oversight Committee shall
study at least the following issues related to vocational training for individuals with intellectual
disabilities:

1) Model programs for implementation on a systemwide basis at community
college campuses and constituent institutions of The University of North
Carolina for training and developing vocational expertise and job readiness
in students with intellectual disabilities.

(2 Enhancing employment outcomes for individuals with intellectual
disabilities.

3) Barriers to employment for individuals with intellectual disabilities.

4) Establishment and expansion of partnerships between community colleges,
constituent institutions of The University of North Carolina, the Department
of Health and Human Services, Division of Vocational Rehabilitative
Services, and community-based organizations that offer job training and job
placement opportunities for individuals with intellectual disabilities.

(5) Policies for ensuring that students with intellectual disabilities are prepared
for higher educational opportunities upon completion of their elementary
and secondary school education.

(6) Policies for transition planning and job training for students with intellectual
disabilities as they complete their elementary and secondary school
education.

SECTION 10.4.(b) The Joint Legislative Education Oversight Committee shall

report the results of the study required by subsection (a) of this section to the General Assembly
prior to the convening of the 2015 General Assembly.

EXTEND AUTHORITY TO REORGANIZE THE COMMUNITY COLLEGES
SYSTEM OFFICE
SECTION 10.5. Section 10.1(b) of S.L. 2013-360 reads as rewritten:
"SECTION 10.1.(b) This section expires June-36,-2044-June 30, 2015."

PERMIT THE BOARD OF COMMUNITY COLLEGES TO TRANSFER CERTAIN
FUNDS TO DEPARTMENT OF COMMERCE TO OFFSET APPRENTICESHIP
FEES

SECTION 10.6.(a) Notwithstanding any other provision of law, of the funds
appropriated by this act for the Customized Industry Training Program for the 2014-2015 fiscal
year, the State Board of Community Colleges shall transfer three hundred thousand dollars

($300,000) to the Department of Commerce to offset fee revenue lost when apprenticeship fees

assessed pursuant to G.S. 94-12 are waived.

SECTION 10.6.(b) This section shall expire June 30, 2015.

COMMUNITY COLLEGES AND UNC STUDY BILATERAL AGREEMENTS
REGARDING TRANSFER PROCESS

SECTION 10.7.(a) The Board of Governors of The University of North Carolina
and the State Board of Community Colleges shall jointly study the various bilateral agreements
and partnerships that exist between constituent institutions of The University of North Carolina
and the community colleges throughout the State. The study shall specifically focus on those
agreements and partnerships that aid in the transfer process and those agreements and
partnerships that encourage or require students to complete some coursework at a community
college before attending or transferring to a constituent institution. The study shall also provide

Senate Bill 744-Ratified Session Law 2014-100 Page 55



data on the agreements and partnerships, to the extent this information is available, on all of the
following:

1) A description of the agreement or partnership;

2) The number of years it has been in existence;

3 The number of participants by year; and

4) An analysis of student outcomes after a transfer under the agreement or

partnership.

SECTION 10.7.(b) The findings of the study shall be reported to the Joint
Legislative Education Oversight Committee and the Senate Appropriations Committee on
Education/Higher Education and the House Appropriations Subcommittee on Education by
February 1, 2015. The final report shall also include recommendations on replication and
expansion possibilities for the various agreements and partnerships.

GUILFORD TECHNICAL COMMUNITY COLLEGE PROPERTY LEASE
SECTION 10.9.(a) Section 1 of S.L. 2011-153 reads as rewritten:

"SECTION 1. Notwithstanding G.S. 115D-15, Article 12 of Chapter 160A of the General
Statutes, Chapter 66 of the General Statutes, or any other provision of law, the board of trustees
of Guilford Technical ~Community College may lease at private sale to Fhe-North-Carohina

~GTCC Innovative Resources Corporation or its successor in
interest a portion of its land and improvements now or hereafter located on the Donald W.
Cameron Campus of Guilford Technical Community College. The terms and conditions of the
lease shall be set by the board of trustees of Guilford Technical Community College and may
include rental at less than fair market value. The lease shall not be subject to the prior approval
of the State Board of Community Colleges."
SECTION 10.9.(b) Section 3 of S.L. 2011-153 reads as rewritten:

"SECTION 3. Notwithstanding G.S. 66-58(a), the personnel and facilities of Guilford
Technical Community College may, with the consent of the trustees of the college, be used (i)
in support of economic development through the operation of the Donald W. Cameron Campus
of Guilford Technical Community College and its companion facilities as an event
venue.venue, (ii) by, for, or in connection with GTCC Innovative Resources Corporation, an
affiliated nonprofit corporation that is a supporting organization of the college, or its successor
in_interest, or (iii) for both purposes. Proceeds generated shall be used either to pay the
operational costs of the college's facilities, to support the event venue, or to support the mission
of the college.”

PART XI. UNIVERSITIES

STRATEGIC PLAN AND DISTINGUISHED PROFESSOR ENDOWMENT FUND
SECTION 11.1.(a) Notwithstanding the provisions of G.S.116-11 and
G.S. 116-30.2, the Board of Governors and the campuses of the constituent institutions shall
consider reducing State funds for centers and institutes, speaker series, and other nonacademic
activities by up to fifteen million dollars ($15,000,000); if reductions are taken, then the Board
of Governors may use those reductions to do either or both of the following:
1) Provide a State match of up to ten million dollars ($10,000,000) for gifts
from private sources for the Distinguished Professors Endowment Trust
Fund.
(2) Expend up to five million dollars ($5,000,000) to implement provisions of
The University of North Carolina Strategic Plan as set out in the report "Our
Time, Our Future: The University of North Carolina Compact with North
Carolina." These funds are in addition to the fifteen million dollars
($15,000,000) that may be expended pursuant to subsection (h) of Section
11.13 of S.L. 2013-360.
SECTION 11.1.(b) Notwithstanding the provisions of G.S. 116-41.13 through
G.S. 116-41.19, for the 2014-2015 fiscal year, no State match shall be required to use donations
and gifts that were or are intended by the donor as matching funds for a State appropriation for
distinguished professorships. If the terms of a particular donation or gift require a State match,
then this subsection shall not apply without the written consent of the donor.

UNC TO FUND NORTH CAROLINA RESEARCH CAMPUS
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SECTION 11.2. Of the funds appropriated in this act to the Board of Governors of
The University of North Carolina, the Board of Governors shall use twenty-nine million dollars
($29,000,000) to support UNC-related activities at the North Carolina Research Campus at
Kannapolis.

UNC BUDGET REDUCTIONS

SECTION 11.3. Notwithstanding any other provisions of this act, no reduction in
State funds except reductions based on enrollment growth model changes or tuition increases,
shall be allocated to any of the following:

1) Any special responsibility constituent institution which has been granted a
basic type designation of "Special Focus Institution" under the Carnegie
Classification of Institutions of Higher Education.

2 Any special responsibility constituent institution which has been granted a
basic type designation of "Baccalaureate Colleges—Arts & Sciences" under
the Carnegie Classification of Institutions of Higher Education.

3 Any constituent high school of The University of North Carolina.

REPORT ON INSTITUTIONAL TRUST FUNDS
SECTION 11.4. G.S. 116-36.1(e) reads as rewritten:
"(e)  Each institution shall submit such reports or other information concerning its trust
fund accounts as may be required by the Beard-Board or by the Director of the Budget."

REPORT ON ACADEMIC SUMMER BRIDGE

SECTION 11.5. No later than January 1, 2015, the Board of Governors of The
University of North Carolina shall report to the Office of State Budget and Management and
the Joint Legislative Education Oversight Committee on the impact of Academic Summer
Bridge programs on student outcomes. At a minimum, the report shall include information by
institution on graduation rates, average time to degree, and student academic performance at
multiple intervals over a four-year course of study.

OPERATION OF 4-H CAMPS AND USE OF VARIOUS SITES OF DEFUNCT 4-H
CAMPS AND TRANSFER 4-H CAMP SERTOMA/MOORE SPRINGS TO THE
STATE PARKS SYSTEM.

SECTION 11.7.(a) Part 5 of Article 1 of Chapter 116 of the General Statutes is
amended by adding a new section to read:

"8 116-43.20. Operation of 4-H camps.

(a) North Carolina State University shall not close the 4-H camps listed in subdivisions
(1) through (3) of this subsection. Further, North Carolina State University shall continue to
operate each of those camps as 4-H camps and to offer programs and services at the sites of
each of those camps at a level that is at least equivalent to the programs and services offered at
each site as of June 30, 2013. The following three 4-H camps are to continue and are to be
operated as 4-H camps as provided by this subsection:

(1)  Eastern 4-H Center located in Columbia, NC.
(2)  Millstone 4-H Camp located near Ellerbe, NC.
3) Betsy-Jeff Penn 4-H Educational Center located near Reidsville, NC.

(b)  The 4-H camps that were located at the sites listed in subdivisions (1) and (2) of this
subsection have ceased to operate as 4-H camps. At the request of the board of county
commissioners of any county that is the site of one of the defunct 4-H camps listed in this
subsection, North Carolina State University shall consult with the board regarding actions that
may be taken to reopen the 4-H camp in that county and other options that may be available for
the use of the site.

Within 90 days after any consultation with a board of county commissioners conducted
pursuant to this subsection, North Carolina State University shall submit a written report to the
Joint Legqislative Education Oversight Committee, the Senate Appropriations Committee on
Education/Higher Education, the House of Representatives Appropriations Subcommittee on
Education, and the Fiscal Research Division regarding the feasibility of reopening the site as a
4-H camp and any other options considered for the use of the site.

The list of defunct 4-H camps follows:

(1)  Anita-Alta 4-H Camp in the Pisgah National Forest in Lenoir, NC.
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2 Swannanoa 4-H Camp located at Swannanoa, NC.

(©) North Carolina State University shall take all practicable measures to operate the
4-H camps in a manner that will generate a positive fund balance in the institutional trust funds
that account for the activities of the 4-H camps."

SECTION 11.7.(b) Article 7 of Chapter 146 of the General Statutes is amended by
adding a new section to read:

"8 146-30.1. Application of net proceeds of disposition or use of real property allocated to
the 4-H Camping Program.

(@ Limitation. — Notwithstanding G.S. 146-30 or any other provision of law, and
subject to the limitations contained in any applicable deed, the net proceeds of any disposition
of, use of, or activity on real property allocated to the 4-H Camping Program shall be used
solely for the operation of the 4-H Camping Program, for the acquisition of real property for
the 4-H Camping Program, or for the funding of an endowment to support these purposes.
These proceeds shall not be used to pay any debt or other financial obligation owed to a State
agency that arose prior to the effective date of this section.

(b) Definition of Net Proceeds. — For purposes of this section, the term "net proceeds"
shall have the same meaning as in G.S. 146-30.

©) No Supplanting of General Fund Support. — It is the intent of the General Assembly
that appropriations for the 4-H Camping Program not be reduced as a result of the realization of
proceeds under this section. Instead, the General Assembly intends that the amount of
appropriations be determined as if no proceeds had been realized under this section. The
Director of the Budget shall not decrease the recommended continuation budget requirements
for the 4-H Camping Program as a result of proceeds being realized under this section.

(d)  Proceeds Must Be Appropriated. — Nothing in this section shall be construed to
appropriate the proceeds described in this section."

SECTION 11.7.(c) If on the effective date of this section the net proceeds of any
use of, or activity on, real property allocated to the 4-H Camping Program are being used in a
manner prohibited by G.S. 146-30.1, then notwithstanding that section they may continue to be
used in that manner.

SECTION 11.7.(d) The Department of Administration shall reallocate all of the
approximately 716 acres of State-owned real property that is part of Camp Sertoma/Moore
Springs property to the Department of Environment and Natural Resources. The General
Assembly authorizes the Department of Environment and Natural Resources to add this
property to the State Parks System as provided in G.S. 113-44.14(Db).

SECTION 11.7.(e) Of the funds appropriated by this act for the 2014-2015 fiscal
year to the Board of Governors of The University of North Carolina for North Carolina State
University the sum of seven hundred twenty-five thousand dollars ($725,000) in recurring
funds shall be allocated equally among all operating 4-H camps, including any currently
defunct 4-H camp that reopens and operates as a 4-H camp. The funds allocated under this
section shall be used for the operation, repair, and renovation of operating 4-H camps.

STUDY FINANCIAL AID PAYMENT SCHEDULE TO INCENTIVIZE THIRTY
COMPLETED HOURS PER YEAR AND IMPLEMENT REVISED PAYMENT
SCHEDULE

SECTION 11.8. Section 11.15(h) of S.L. 2013-360 reads as rewritten:

"SECTION 11.15.(h) The State Education Assistance Awuthority—shal—structure—its
payment-schedule-Authority, in consultation with The University of North Carolina, the North
Carolina_ Community College System, and the North Carolina Independent Colleges and
Universities, shall study ways to structure its financial aid payment schedules to encourage
students to complete an average of 30 credit hours per academic year. The State Education
Assistance Authority shall make an interim report to the Jomt Leglslatlve Educatlon Overslght
Committee by Mz ;
te—thrs—subseeHePrMarch 1 2015 on |ts proqress or Iack thereof |n developlnq such schedules
and shall make a final report to the Joint Legislative Education Oversight Committee by
October 1, 2015, about the financial aid payment schedules it proposes to implement.

After submitting its final report to the Joint Legislative Education Oversight Committee, the
State Education Assistance Authority shall structure its payment schedules to encourage
students to complete an average of 30 credit hours per academic year. The revised payment
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schedules shall be in place for financial aid awards made for the 2016-2017 academic year and
all subsequent academic years."

UNC FACULTY TUITION WAIVER
SECTION 11.9.(a) G.S. 116-143(d) reads as rewritten:

"(d)  Notwithstanding the above provision relating to the abolition of free tuition, the
Board of Governors of The University of North Carolina may, in its discretion, provide
regulations under which a full-time faculty member of the rank of full-time instructor or above,
and any full-time staff member of The University of North Carolina may during the period of
normal employment enroll for not more than twe-three courses per year in The University of
North Carolina free of charge for tuitien—tuition and fees, provided such enrollment does not
interfere with normal employment obligations and further provided that such enrollments are
not counted for the purpose of receiving general fund appropriations.”

SECTION 11.9.(b) This section applies to the 2014-2015 fall academic semester
and each subsequent academic semester.

STATE EDUCATION ASSISTANCE AUTHORITY TO ASSUME RESPONSIBILITY

FOR TEACHING FELLOWS PROGRAM SCHOLARSHIP LOANS

SECTION 11.10.(a) The Office of State Budget and Management shall transfer to
the State Education Assistance Authority the cash balance remaining in the Teaching Fellows
Trust Fund as of February 16, 2015. The funds shall be taken from Budget Code 63501 unless
otherwise determined by the Office of State Budget and Management. The North Carolina
Teaching Fellows Commission shall make scholarship loan awards for the 2015 spring
academic semester prior to the transfer of the cash balance from the Teaching Fellows Trust
Fund. The Office of State Budget and Management shall work with the State Education
Assistance Authority to determine the schedule for implementing the transfer of funds;
however, the transfer of funds required by this section shall be completed no later than
February 16, 2015.

SECTION 11.10.(b) Article 23 of Chapter 116 of the General Statutes is amended
by adding a new section to read:

"§ 116-209.27. Administration of scholarships previously awarded by Teaching Fellows

Program.

(a) The Authority shall, as of March 1, 2015, administer all outstanding scholarship
loans previously awarded by the former North Carolina Teaching Fellows Commission and
subject to repayment under the former Teaching Fellows Program.

(b)  Scholarship loans previously awarded by the North Carolina Teaching Fellows
Commission by notes payable to the Commission shall be deemed payable to the Authority, as
the successor in interest to the North Carolina Teaching Fellows Commission, by the same
terms stated in the note.

(©) All funds received by the Authority in association with its administration of the
Teaching Fellows Program, including all funds received as repayment of scholarship loans and
all interest earned on these funds, shall be deposited into the Forgivable Education Loans for
Service Fund established in G.S. 116-209.45."

SECTION 11.10.(c) The North Carolina Teaching Fellows Commission shall
deliver to the State Education Assistance Authority, in a format acceptable to the Authority,
complete electronic and paper records on (i) all outstanding scholarship loans previously
awarded but not canceled by service or otherwise satisfied in full as of the date of delivery,
including records of applicable teaching service performed to that date, and (ii) aggregate
historical data on the numbers of loans made that are no longer active and, of those, numbers
and dollars paid in cash, paid in service, or written off due to death, disability, or uncollectible
debt.

Prior to the transfer of any such outstanding scholarship loan and related records,
the North Carolina Teaching Fellows Commission shall discharge its reporting obligations
under G.S. 147-86.26 and specifically confirm for the Authority that no account subject to
write-off in accordance with the Statewide Accounts Receivable Program has been transferred
under this section.

SECTION 11.10.(d) Notwithstanding G.S. 115C-363.23A(f), the Public School
Forum may use up to four hundred thousand dollars ($400,000) during the 2014-2015 fiscal
year from the Teaching Fellows Trust Fund balance for costs associated with administration of
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the Teaching Fellows Program, provided that these funds are withdrawn from the Teaching
Fellows Trust Fund balance prior to February 16, 2015.

SECTION 11.10.(e) The State Education Assistance Authority, as administrator
for the Teaching Fellows Program, may use up to seventy-five thousand dollars ($75,000) for
the 2014-2015 fiscal year of the fund balance for the Forgivable Education Loans for Service
Fund for expenses related to accepting and beginning its administration of the Teaching
Fellows Program, including the conversion of the data.

SECTION 11.10.(f) Section 1.38(a) of S.L. 2011-266 reads as rewritten:

"SECTION 1.38.(a) Effective July—31,—2015—March 1, 2015, Part 2 of Article 24C of
Chapter 115C of the General Statutes, G.S. 115C-363.22 through G.S. 115C-363.23A, is
repealed."

SECTION 11.10.(g) G.S. 116-209.45(h) reads as rewritten:

"(h) Use of Fund Monies. — All funds appropriated to or otherwise received by the
Authority to provide loans through the Program, all funds received as repayment of loans, and
all interest earned on these funds shall be placed in the Fund. The Fund shall be used only for
loans made pursuant to this section and for administrative costs of the Awutherity-Authority,
including costs of administering the former Teaching Fellows Program transferred to the
Authority under G.S. 116-209.27."

REPORT ON COLLEGE FOUNDATION OF NORTH CAROLINA SUSTAINABILITY

SECTION 11.11. No later than December 1, 2014, the State Education Assistance
Authority shall report to the Office of State Budget and Management and the Fiscal Research
Division of the General Assembly on its progress toward funding operations of the College
Foundation of North Carolina entirely from non-General Fund sources. This report shall
include all of the following:

(1)  The status of fundraising efforts to date.

(2) A detailed plan and time line for generating additional revenues.

3) Estimated expenditures and revenues by type for the next four fiscal years.

4) Potential reduction measures and alternative funding options should General

Fund appropriations not be provided in the next biennium.

TUITION ASSISTANCE TO VETERANS WHO PARTICIPATE IN THE YELLOW

RIBBON PROGRAM AND THEIR SPOUSES AND DEPENDENT RELATIVES

SECTION 11.12.(a) Article 14 of Chapter 116 of the General Statutes is amended

by adding a new section to read:
"8 116-143.8. Tuition assistance for certain veterans and their dependents.

(a) The following definitions apply in this section:

(€8] Institution of higher education. — Has the same meaning as in
G.S. 116-143.1(a)(1).

(2)  Yellow Ribbon Program. — Yellow Ribbon G.I. Education Enhancement
Program, 38 U.S.C. § 3317.

(b) Either the Board of Governors of The University of North Carolina or one or more
constituent institutions shall annually enter into an agreement with the United States Secretary
of Veterans Affairs to participate in the Yellow Ribbon Program. The State Board of
Community Colleges or one or more community colleges shall annually enter into an
agreement with the United States Secretary of Veterans Affairs to participate in the Yellow
Ribbon Program. The agreements shall include all of the following terms:

(1) A grant of ninety percent (90%) of the cost of tuition and mandatory fees not
otherwise covered shall be provided for every eligible veteran or eligible
spouse or dependent relative of a veteran who is enrolled or will be enrolled
as an undergraduate student at a constituent institution or as a student at a
community college.

(2)  To be eligible for grants under the Yellow Ribbon Program, a student must
meet all program requirements established by the federal government. In
addition, to be eligible for a Yellow Ribbon grant in which the school share
of the grant is paid with State appropriation, a student must be enrolled as an
undergraduate student at a constituent institution or as a student at a North
Carolina community college.
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©) This section is not intended to prohibit constituent institutions from using private
funds to provide Yellow Ribbon grants for students enrolled in master's or doctoral level
programs.

(d)  The General Assembly encourages private institutions of higher education in North
Carolina to participate in the Yellow Ribbon Program."

SECTION 11.12.(b) 1t is the intent of the General Assembly to establish two
reserve funds for the purpose of forward funding tuition assistance to students who participate
in the Yellow Ribbon Program. Therefore, the General Assembly establishes the two following
reserve funds:

1) There is established the UNC Yellow Ribbon Reserve to be managed by the

Board of Governors of The University of North Carolina. Of the funds
appropriated by this act to the Board of Governors, the sum of four million
eight hundred sixty-three thousand two hundred seventy-six dollars
($4,863,276) shall be allocated to the UNC Yellow Ribbon Reserve and
shall be held in reserve for the 2014-2015 fiscal year. Beginning with the
2015-2016 fiscal year, the funds in the UNC Yellow Ribbon Reserve shall
be used to fund undergraduate tuition assistance to participants in the Yellow
Ribbon Program for the 2015-2016 academic year and each subsequent
academic year.

(2)  There is established the Community College Yellow Ribbon Reserve to be
managed by the State Board of Community Colleges. Of the funds
appropriated by this act to the Community Colleges System Office, the sum
of one million dollars ($1,000,000) shall be allocated to the Community
College Yellow Ribbon Reserve and shall be held in reserve for the
2014-2015 fiscal year. Beginning with the 2015-2016 fiscal year, the funds
in the Community College Yellow Ribbon Reserve shall be used to fund
tuition assistance to participants in the Yellow Ribbon Program for the
2015-2016 academic year and each subsequent academic year.

SECTION 11.12.(c) The Board of Governors and the State Board of Community

Colleges shall each report to the Joint Legislative Education Oversight Committee by January
1, 2015, regarding their planned participation in the Yellow Ribbon Program for the 2015-2016
academic year. Each report shall include the following information:

(1)  The number and identity of constituent institutions or community colleges
that will participate in the Yellow Ribbon Program.

(2)  The methodology used by each governing board to select the institutions of
higher education that will participate in the Yellow Ribbon Program.

3) For each institution that will participate, the maximum number of students
and the maximum award amount per student.

4) A list of the institutions of higher education that will not participate in the
Yellow Ribbon Program and the reason each institution is not participating.

SECTION 11.12.(d) Subsection (a) of this section applies to the 2015-2016
academic year and each subsequent academic year.

HEALTH CARE EDUCATION/PUBLIC PRIVATE PARTNERSHIP

SECTION 11.14. Of the funds appropriated in this act to the Board of Governors
of The University of North Carolina, the Board of Governors shall use two million dollars
($2,000,000) in the 2014-2015 fiscal year to support Union Square Campus, Inc., a nonprofit
entity, that will build a facility to house nursing programs for North Carolina A&T State
University, the University of North Carolina at Greensboro, and Guilford Technical
Community College, as well as the training facilities for Cone Health Cardiovascular Physician
Management Company, Inc.

STUDY UNIVERSITY TUITION
SECTION 11.15.(a) The Joint Legislative Education Oversight Committee shall
study the increasing cost of attendance for resident and nonresident students attending The
University of North Carolina. In doing so, the Committee shall consider, at a minimum, all of
the following:
1) The tuition and mandatory fees at the constituent institutions of The
University of North Carolina.
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2 How changes in tuition and fees in recent years have compared to overall
economic inflation.

3 The funding available to offset increases in the cost of attendance, which
could include non-General Fund revenues and the availability of State- and
non-State-funded financial aid.

4 The tuition cost controls or limits that may have been implemented in other
states.

(5) The desirability of encouraging students seeking an undergraduate degree to
enroll first in a community college for college credit and then enroll in a
constituent institution to complete the requirements for the undergraduate
degree.

SECTION 11.15.(b) The Joint Legislative Education Oversight Committee shall

report the results of the study required by subsection (a) of this section to the General Assembly
prior to the convening of the 2015 General Assembly.

UNC REVERSIONS
SECTION 11.17.(a) G.S. 116-30.3 reads as rewritten:
"8 116-30.3. Rever3|ons

l'n'St"'t'H't"'G'H—Of the General Fund current operatlons approprlatlons credlt balance remalnlnq at
the end of each fiscal year in each of the budget codes listed in this subsection, any amount of
the General Fund appropriation for that budget code for that fiscal year (i) may be carried
forward to the next fiscal year in that budget code, (ii) is appropriated in that budget code, and
(iii) may be used for any of the purposes set out in subsection (f) of this section. However, the
amount carried forward in each budget code under this subsection shall not exceed two and
one-half percent (2.5%) of the General Fund appropriation in that budget code. The Director of
the Budget, under the authority set forth in G.S. 143C-6-2, shall establish the General Fund
current operations credit balance remaining in each budget code.

The budget codes that may carry forward a General Fund current operations appropriations
credit balance remaining at the end of each fiscal year pursuant to this section are the budget
codes for each of the following:

(1)  Each special responsibility constituent institution.

(2)  The Area Health Education Centers of the University of North Carolina at
Chapel Hill.

(3)  General Administration Budget Code 16010.

(b) Repealed by Session Laws 1998-212, s. 11(b).

(©) Repealed by Session Laws 1998-212, s. 11(a).

(d) Repealed by Session Laws 1998-212, s. 11(b).
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(f) " Funds carried forward pursuant to subsection (a) of this section may be used for

one-time expenditures, provided, however, that the expenditures shall not impose additional
financial obligations on the State and shall not be used to support positions."
SECTION 11.17.(b) G.S. 116-14(b2) reads as rewritten:

"(b2) The President, in consultation with the State Auditor and the Director of the Office
of State Human Resources, shall ascertain that the management staff and internal financial
controls are in place and continue in place to successfully administer the additional authority
authorized under G.S. 116-14(b1) and &-S-2116-36-3(e)}-G.S. 116-30.3. All actions taken by the
President pursuant to G.S. 116-14(b1) and &-S-116-36-3{e}-G.S. 116-30.3 are subject to audit
by the State Auditor."

SECTION 11.17.(c) This section applies to the 2014-2015 fiscal year and each
subsequent fiscal year.

UNC SET NONRESIDENT TUITION RATES

SECTION 11.18. Notwithstanding the provisions of S.L. 2013-360, the Board of
Governors of The University of North Carolina may set nonresident undergraduate tuition rates
for the 2014-2015 fiscal year at any level deemed appropriate by the Board of Governors;
however, the systemwide total in new tuition receipts due to these changes must be at least
twenty-seven million two hundred forty-three thousand one hundred fifty-seven dollars
($27,243,157) for the 2014-2015 fiscal year.

UNC STRATEGIC PLAN FUNDS
SECTION 11.19. Section 11.13 of S.L. 2013-360 reads as rewritten:
"SECTION 11.13. Of the funds appropriated by this act to the Board of Governors of The
University of North Carolina for the 2013-2015 fiscal biennium, the Board of Governors may

spend a sum of up to flfteen million dollars ($15 000 OOO) fer—the—ZOi%-Z@M—fse&l—year—and—a

ars{$ fEaron a recurring
bas|s to |mplement prowsmns of The Unlversr[y of North Carollna Strateglc Plan as set out in

the report "Our Time, Our Future: The University of North Carolina Compact with North
Carolina._These funds are in addition to any new funds appropriated for The University of
North Carolina by this act."”

REPORT ON FUNDING OF STATE MEDICAL SCHOOLS

SECTION 11.20. The University of North Carolina System, working with the
appropriate constituent institutions and health systems, shall report to the Joint Legislative
Oversight Committee on Health and Human Services and the Joint Legislative Education
Oversight Committee on how the medical schools are funded. The report shall include a
detailed explanation of the sources of all income within both a current and historical context,
noting any changes in funding sources and amounts over time. The report shall also include a
detailed explanation of operating expenses so that they may be compared to income. The report
required by this section is due by October 1, 2014, and shall be based on the most recent
audited fiscal year practicable.

STUDY ON ESTABLISHMENT OF NEW OPTOMETRY SCHOOLS

SECTION 11.21.(a) By December 1, 2014, the Board of Governors of The
University of North Carolina shall evaluate and report to the Joint Legislative Education
Oversight Committee, the Joint Legislative Oversight Committee on Health and Human
Services, and the Fiscal Research Division on the feasibility of establishing a school of
optometry at one or more of the following constituent institutions:

1) The University of North Carolina at Chapel Hill.

(2)  The University of North Carolina at Pembroke.

3) East Carolina University.

4) Elizabeth City State University.

(5) Fayetteville State University.

(6) North Carolina Agricultural and Technical State University.

(7 North Carolina Central University.
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(8) Winston-Salem State University.
SECTION 11.21.(b) The report by the Board of Governors pursuant to subsection
(a) of this section shall include at least all of the following:

1 A Dbreakdown of any projected capital, operational, or other expenditures
necessary for establishing and operating a school of optometry affiliated
with the institution.

2 A breakdown of all funds available to assist the institution with these
expenses.

3) A projected number of applicants for the affiliated school of optometry.

SECTION 11.21.(c) The North Carolina Independent Colleges and Universities,

Inc., (NCICU) is encouraged to examine and report by December 1, 2014, to the Joint
Legislative Oversight Committee on Health and Human Services and the Fiscal Research
Division on the feasibility of establishing a school of optometry affiliated with an NCICU
college or university. The report should include at least all of the following:

1) A Dbreakdown of any projected capital, operational, or other expenditures
necessary for establishing and operating a school of optometry affiliated
with the institution.

(2) A breakdown of all funds available to assist the institution with these
expenses.

3) A projected number of applicants for the affiliated school of optometry.

ECSU STUDY

SECTION 11.24.(a) The General Assembly finds that Elizabeth City State
University had its origins established during the 1891 legislative session and is a key
educational and economic resource for northeastern North Carolina. The Joint Legislative
Education Oversight Committee shall evaluate and study strategies to address any financial or
enrollment concerns.

SECTION 11.24.(b) The Joint Legislative Education Oversight Committee shall
examine, at a minimum, any plans of The University of North Carolina Board of Governors or
of Elizabeth City State University to restore Elizabeth City State University to more financially
sustainable conditions, including the strategies described in Elizabeth City State University’s
March 2014, document titled, "Rightsizing ECSU: The Need for Financial Stability"”. Further,
the General Assembly urges that, in conducting the study described in subsection (a) of this
section, the JLEOC's work include consultation with the Board of Trustees of Elizabeth City
State University and any other appropriate parties.

SECTION 11.24.(c) The Joint Legislative Education Oversight Committee shall
report the results of the study required by this section to the General Assembly prior to the
convening of the 2015 General Assembly. The report shall include recommendations, if any,
for actions by the General Assembly to address such financial and enrollment concerns.

NCSU NEXT GENERATION POWER ELECTRONICS INNOVATION INSTITUTE
STATE MATCHING FUNDS/OSBM TO ADJUST UNC BASE BUDGET WHEN
STATE MATCH PLEDGE IS FULFILLED

SECTION 11.25 By making the two million dollar ($2,000,000) appropriation in
this act to North Carolina State University for the Next Generation Power Electronics

Innovation Institute a recurring appropriation, it is the intent of the General Assembly (i) to

provide funding of two million dollars ($2,000,000) per year for five years in order to provide a

total of ten million dollars ($10,000,000) in State funds that shall be used as a match for federal

National Network for Manufacturing Innovation for Wide Bandgap Semiconductors funds and

(i) that thereafter no further funds shall be appropriated for this purpose. Accordingly, the

Office of State Budget and Management shall remove this two million dollar ($2,000,000)

annual appropriation from the UNC System base budget once this funding pledge has been

fulfilled."

UNC NEED-BASED FINANCIAL AID FORWARD FUNDING RESERVE/ESCHEAT
FUNDS
SECTION 11.26 Section 11.2 of S.L. 2013-360 reads as rewritten:
"SECTION 11.2.(a) It is the intent of the General Assembly to move the UNC
Need-Based Financial Aid Program grant funding into a reserve in the North Carolina Student
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Loan Fund designated for that purpose so that funds appropriated for grants in a fiscal year are
awarded to students for the following academic year. This change will provide additional
program stability.

"SECTION 11.2.(b) The UNC Need-Based Financial Aid Forward Funding Reserve
(Reserve) is established as a reserve in the North Carolina Student Loan Fund. The funds in the
UNC Need-Based Financial Aid Forward Funding Reserve shall be held in reserve for the
2013-2014 fiscal year and for the 2014-2015 fiscal year. Beginning with the 2015-2016 fiscal
year, the funds in the Reserve shall be used to fund grants from the UNC Need-Based Financial
Aid Program for the 2015-2016 program year and each subsequent program year.

"SECTION 11.2.(c) Section 6.11(e) of this act appropriates funds from the Education
Lottery Fund in the amount of thirty-two million five hundred thirty thousand three hundred
frfty nine dollars ($32,530 359) for the 2013-2014 frscal year enel—rn—the—ameuei—ef—nmeteen

20%4—291545eal—yeer—t0 the Reserve The followrng funds shall also be transferred to the
Reserve:

1) The sum of fifty-nine million eight hundred fifty-nine thousand five hundred
sixty-two dollars ($59,859,562) shall be transferred from the North Carolina
Student Loan Fund to the Reserve.

2 Of the funds appropriated by this act to the Board of Governors of The
University of North Carolina for the 2013-2015 fiscal biennium, the sum of
three million four hundred seventy-five thousand five hundred thirty-eight
dollars ($3,475,538) for the 2013-2014 fiscal year and the sum of three
million four hundred fifty-four thousand six hundred fifty-six dollars
($3,454,656) for the 2014-2015 fiscal year shall be transferred to the
Reserve.

3) Notwithstanding G.S. 115C-296.2, the sum of three million five hundred
twenty-five thousand dollars ($3,525,000) shall be transferred from the fund
balance of the National Board Certification Loan program to the Reserve.

(4)  The sum of five hundred thousand dollars ($500,000) shall be transferred
from the John B. McLendon Scholarship Fund established in
G.S. 116-209.40 to the Reserve.

"SECTION 11.2.(d) G.S. 116-209.40 is repealed.

"SECTION 11.2.(e) There is appropriated from the Escheat Fund income to the Board of
Governors of The University of North Carolina the sum of nineteen million one hundred thirty
thousand seven hundred twenty-eight dollars ($19,130,728) for the 2014-2015 fiscal year for
the Reserve."

PART XII. DEPARTMENT OF HEALTH AND HUMAN SERVICES
SUBPART XII-A. CENTRAL MANAGEMENT AND SUPPORT

HHS COMPETITIVE GRANTS PROCESS REVISIONS
SECTION 12A.1. Section 12A.2 of S.L. 2013-360 reads as rewritten:

"FUNDING FOR NONPROFIT ORGANIZATIONS/ESTABLISH COMPETITIVE

GRANTS PROCESS

"SECTION 12A.2.(a) Of the funds appropriated in this act to the Department of Health
and Human Services, Division of Central Management and Support, the sum of nine million
five hundred twenty-nine thousand one hundred thirty-four dollars ($9,529,134) in recurring
funds for each-year-ofthe-2013-2015-fiscal-biennium;the 2013-2014 fiscal year and the sum of
nine million one hundred three thousand nine hundred eleven dollars ($9,103,911) in recurring
funds for the 2014-2015 fiscal year, the sum of three hundred seventeen thousand four hundred
dollars ($317,400) in nonrecurring funds for each year of the 2013-2015 fiscal biennium, and
the sum of three million eight hundred fifty-two thousand five hundred dollars ($3,852,500)
appropriated in Section 12J.1 of this act in Social Services Block Grant funds for each year of
the 2013-2015 fiscal biennium shall be used to allocate funds for nonprofit organizations.

"SECTION 12A.2.(d) It is the intent of the General Assembly that, beginning fiscal year
2014-2015, the Department implement a competitive grants process for nonprofit funding. To
that end, the Department shall develop a plan that establishes a competitive grants process to be
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administered by the Division of Central Management and Support. The Department shall
develop a plan that, at a minimum, includes each of the following:
1 A request for application (RFA) process to allow nonprofits to apply for and
receive State funds on a competitive basis.

2 A requirement that nonprofits match a minimum of ten percent (10%) of the
total amount of the grant award.

3) A requirement that the Secretary prioritize grant awards to those nonprofits
that are able to leverage non-State funds in addition to the grant award.

4) A process that awards grants to nonprofits dedicatedto—providingthat have
the capacity to provide services on a statewide basis and that support any of
the following State health and wellness initiatives:

a. A program targeting advocacy, support, education, or residential
services for persons diagnosed with autism.
A Nroo aa

related to brain injury and those affected by brain-injury.

C. A system of residential supports for those afflicted with substance
abuse addiction.

d. A program of advocacy and supports for individuals with intellectual

and developmental disabilities or severe and persistent mental illness,

substance abusers, or the elderly.

Supports and services to children and adults with developmental

disabilities or mental health diagnoses.

A food distribution system for needy individuals.

The provision and coordination of services for the homeless.

The provision of services for individuals aging out of foster care.

Programs promoting wellness, physical activity, and health education

programming for North Carolinians.

J- A program focused on enhancing vision screening through the State's
public school system.

k. Provision for the delivery of after-school services for apprenticeships
or mentoring at-risk youth.

I The provision of direct services for amyotrophic lateral sclerosis
(ALS) and those diagnosed with the disease.

m. The provision of assistive information technology services for blind
and disabled persons.

n. A comprehensive smoking prevention and cessation program that
screens and treats tobacco use in pregnant women and postpartum
mothers.

(5) Ensures that funds received by the Department to implement the plan
supplement and do not supplant existing funds for health and wellness
programs and initiatives.

@

—=Q

"SECTION 12A.2.(h) For fiscal year 2014-2015 only, from the sum of nine million one
hundred three thousand nine hundred eleven dollars ($9,103,911) referred to in subsection (a)
of this section, the Department shall allocate the sum of one hundred seventy-five thousand
dollars ($175,000) to St. Gerard House for the purpose of assisting individuals with autism
spectrum disorders (ASD), learning disabilities, developmental delays, and behavioral health
needs. St. Gerard House shall be required to seek future funding through the competitive grants
process in accordance with subsection (d) of this section."

FUNDS FOR STATEWIDE HEALTH INFORMATION EXCHANGE

SECTION 12A.2.(a) It is the intent of the General Assembly:

(1)  To maximize receipt of federal funds for administration and support of the
statewide health information exchange network (HIE Network).

(2) To allow the North Carolina Health Information Exchange (NC HIE), the
nonprofit corporation responsible for overseeing and administering the HIE
Network, to receive the State's share of available federal funds for
administration and support of the HIE Network in order to reduce the
operating costs of the HIE Network by an amount sufficient to allow for the
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elimination or reduction of the participation fee the NC HIE currently
imposes on hospitals required to connect to the HIE Network pursuant to
G.S. 90-413.3A.

3) Beginning with the 2015-2016 fiscal year, to make the Department of Health
and Human Services, Division of Central Management and Support,
responsible for using State funds to draw down available matching federal
funds for administration and support of the HIE Network.

SECTION 12A.2.(b) From the funds appropriated in this act to the Department of

Health and Human Services, Division of Central Management and Support, for the health
information exchange for the 2014-2015 fiscal year, the Department shall allocate to the North
Carolina Health Information Exchange, a nonprofit corporation, an amount sufficient to
represent the State share for the maximum amount of approved federal matching funds for
allowable Medicaid administrative costs related to the HIE Network.

SECTION 12A.2.(c) By March 1, 2015, the NC HIE shall report to the Joint
Legislative Oversight Committee on Health and Human Services, the Joint Legislative
Oversight Committee on Information Technology, and the Fiscal Research Division on its use
of (i) State appropriations allocated to the NC HIE pursuant to this section and (ii) federal
matching funds received by the NC HIE for costs related to the HIE Network. The report shall
include a detailed, audited report of all State and federal funds received by the NC HIE and all
expenditures from these funds.

DEVELOPMENT OF PLAN TO IMPLEMENT SINGLE INFORMATION
TECHNOLOGY SYSTEM FOR MEDICAID CLAIM ADJUDICATION BY LOCAL
MANAGEMENT ENTITIES/MANAGED CARE ORGANIZATIONS

SECTION 12A.4.(a) Section 12A.4(j) of S.L. 2013-360 is repealed.

SECTION 12A.4.(b) Section 12A.4(k) of S.L. 2013-360, as amended by Section
4.11 of S.L. 2013-363, is repealed.

SECTION 12A.4.(c) Not later than December 1, 2014, the Department of Health
and Human Services shall develop and submit to the Joint Legislative Oversight Committees
on Health and Human Services and Information Technology and to the Fiscal Research
Division a report on a plan to implement a single, stand-alone information technology system
to be used for Medicaid claim adjudication by all local management entities, including local
management entities approved to operate the 1915(b)/(c) Medicaid Waiver. Prior to submitting
this report to the Joint Legislative Oversight Committees on Health and Human Services and
Information Technology and to the Fiscal Research Division, the Department shall submit the
plan for review by the Enterprise Project Management Office and make any changes deemed
necessary by that Office. The Department shall not implement the plan until (i) it is reviewed
by the Enterprise Project Management Office and (ii) submitted to the Joint Legislative
Oversight Committees on Health and Human Services and Information Technology and to the
Fiscal Research Division in accordance with this section.

FUNDS FOR REPLACEMENT MEDICAID MANAGEMENT INFORMATION

SYSTEM

SECTION 12A.5. Section 12A.4(a) of S.L. 2013-360 reads as rewritten:

"SECTION 12A.4.(a) The Secretary of the Department of Health and Human Services
may utilize prior year earned revenue received for the replacement MMIS in the amount of nine
million six hundred fifty-eight thousand one hundred fifty-two dollars ($9,658,152) for the
2013-2014 fiscal year and in the amount of

six_million eight hundred ninety thousand six

hundred dollars ($6,890,600) for the 2014-2015 fiscal year. In the event the Department does
not receive prior year earned revenues in the amounts authorized by this section, or funds are
insufficient to advance the project, the Department may, with prior approval from the Office of
State Budget and Management (OSBM), utilize overrealized receipts and funds appropriated to
the Department to achieve the level of funding specified in this section for the replacement
MMIS."

FUNDS FOR NORTH CAROLINA FAMILIES ACCESSING SERVICES THROUGH
TECHNOLOGY (NC FAST)
SECTION 12A.6. Section 12A.6(a) of S.L. 2013-360 reads as rewritten:
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"SECTION 12A.6.(a) Funds appropriated in this act in the amount of eight hundred
sixty-four thousand six hundred fifty-five dollars ($864,655) for State fiscal year 2014-2015
along with prior year earned revenue in the amount of four million one hundred thirty-eight
thousand two dollars ($4,138,002) and the cash balance in Budget Code 24410 Fund 2411 for
the North Carolina Families Accessing Services through Technology (NC FAST) project shall
be used to match federal funds in fiscal years 2013-2014 and 2014-2015 to expedite the
development and implementation of the Eligibility Information System (EIS), Child Care, Low
Income Energy Assistance, and Crisis Intervention Programs, and Child Service components of
the NC FAST project.”

SUPPLEMENTAL SHORT-TERM ASSISTANCE FOR GROUP HOMES

SECTION 12A.7.(a) Notwithstanding any other provision of law, funds
appropriated in this act to the Department of Health and Human Services, Division of Mental
Health, Developmental Disabilities, and Substance Abuse Services, for the 2014-2015 fiscal
year for unpaid LME liabilities is reduced by the sum of two million dollars ($2,000,000) in
nonrecurring funds, and that amount is instead allocated to the Department of Health and
Human Services, Division of Central Management and Support, for the 2014-2015 fiscal year
to provide temporary, short-term financial assistance in the form of a monthly payment to
group homes on behalf of each resident who meets all of the following criteria:

1) Was eligible for Medicaid-covered personal care services (PCS) prior to
January 1, 2013, but was determined to be ineligible for PCS on or after
January 1, 2013, due to Medicaid State Plan changes in PCS eligibility
criteria specified in Section 10.9F of S.L. 2012-142, as amended by Section
3.7 of S.L. 2012-145 and Section 70 of S.L. 2012-194.

2 Has continuously resided in a group home since December 31, 2012.

SECTION 12A.7.(b) These monthly payments shall be subject to all of the

following requirements and limitations:

1) The amount of the monthly payments authorized by this section shall not
exceed four hundred sixty-four dollars and thirty cents ($464.30) per month
for each resident who meets all criteria specified in subsection (a) of this
section.

(2) A group home that receives the monthly payments authorized by this section
shall not, under any circumstances, use these payments for any purpose other
than providing, as necessary, supervision and medication management for a
resident who meets all criteria specified in subsection (a) of this section.

3) The Department shall make monthly payments authorized by this section to
a group home on behalf of each resident who meets all criteria specified in
subsection (a) of this section only for the period commencing July 1, 2014,
and ending June 30, 2015, or upon depletion of the two million dollars
($2,000,000) in nonrecurring funds appropriated in this act to the Division of
Central Management and Support for the 2014-2015 fiscal year for the
purpose of this section, whichever is earlier.

4) The Department shall make monthly payments authorized by this section
only to the extent sufficient funds are available from the two million dollars
($2,000,000) in nonrecurring funds appropriated in this act to the Division of
Central Management and Support for the 2014-2015 fiscal year for the
purpose of this section.

(5) The Department shall not make monthly payments authorized by this section
to a group home on behalf of a resident during the pendency of an appeal by
or on behalf of the resident under G.S. 108A-70.9A.

(6) The Department shall terminate all monthly payments pursuant to this
section on June 30, 2015, or upon depletion of the funds appropriated in this
act to the Division of Central Management and Support for the 2014-2015
fiscal year for the purpose of this section, whichever is earlier.

(7) Each group home that receives the monthly payments authorized by this
section shall submit to the Department a list of all funding sources for the
operational costs of the group home for the preceding two years, in
accordance with the schedule and format prescribed by the Department.
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SECTION 12A.7.(c) The Department shall use an existing mechanism to
administer these funds in the least restrictive manner that ensures compliance with this section
and timely and accurate payments to group homes. The Department shall not, under any
circumstances, use any portion of the two million dollars ($2,000,000) appropriated in this act
to the Division of Central Management and Support for the purpose of this section for any other
purpose.

SECTION 12A.7.(d) By no later than April 1, 2015, the Department of Health and
Human Services shall submit to the Joint Legislative Oversight Committee on Health and
Human Services and the Fiscal Research Division the following:

1) A detailed plan for a long-term solution for individuals residing in group
homes who would like to continue residing in this setting and, as a result of
an independent assessment, have been determined to need only supervision,
medication management, or both.

2 A list of funding sources for each group home that receives assistance
authorized by this section, based on the information provided to the
Department pursuant to subdivision (7) of subsection (b) of this section.

SECTION 12A.7.(e) Notwithstanding any provision of law to the contrary, if the
Department of Health and Human Services fails to submit the detailed plan required by
subsection (d) of this section by April 1, 2015, then any remaining balance of the funds
appropriated for the purpose of this section as of that date shall revert to the General Fund and
the Department shall terminate all monthly payments pursuant to this section.

SECTION 12A.7.(f) Nothing in this section shall be construed as an obligation by
the General Assembly to appropriate funds for the purpose of this section, or as an entitlement
by any group home, resident of a group home, or other person to receive temporary, short-term
financial assistance under this section.

SECTION 12A.7.(9) As used in this act, "group home" means any facility that (i)
is licensed under Chapter 122C of the General Statutes, (ii) meets the definition of a supervised
living facility under 10A NCAC 27G .5601(c)(1) or 10A NCAC 27G .5601(c)(3), and (iii)
serves adults whose primary diagnosis is mental illness or a developmental disability but may
also have other diagnoses.

SECTION 12A.7.(h) This section expires June 30, 2015.

SUBPART XII-B. DIVISION OF CHILD DEVELOPMENT AND EARLY EDUCATION

CHILD CARE SUBSIDY RATES/REVISE CO-PAYMENTS AND ELIGIBILITY
CRITERIA
SECTION 12B.1. Section 12B.3 of S.L. 2013-360 reads as rewritten:
"CHILD CARE SUBSIDY RATES
"SECTION 1